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THE OUTLOOK 


The British Loans—Effect on Our Money Market—The Future 
of Business—The Market Prospect 











HE new year opens with a more stationary condition, both in general busi- 
ness and in the stock market, than has been seen before for some months. 
Following the so-called “Peace Panic”—which was really more due to the 

over-expanded technical condition of the market than to any immediate pros- 
pect of peace—speculative activity has fallen off and price movements have be- 
come narrower. In general business the volume of new orders being placed is 
smaller and price movements quieter, although output and sales are everywhere 
being maintained substantially at their previous high levels. 


The British Loans 


T is inevitable that loans of the size now being floated by Great Britain should 

seriously affect the markets for capital and for money in America as well as 

in England, even though the effect may not be immediate. Britain’s home loan 

will break all records for amount and will place the Government's credit per- 

manently on a basis of somewhat over 5 per cent., since the previous loans are 
convertible into this one. 

That rate of interest is not surprising in view of the unprecedented cost of 
the war. On the contrary, it is rising that the necessary funds are obtain- 
able even at that rate of interest. But England’s resources are still very great 
and there can be no doubt of the success of the loan. 

Preparations are being made for a collateral loan on this side, which may 
run as high as $400,000,000 or more. No amount has been announced so far. 
{t is expected that this loan also will yield better than 5 per cent. It is reported 
that England has already accumulated $800,000,000 worth of neutral collateral 
here as a basis for this and future loans. This may be an over-estimate but the 
amount is certainly very large. 

It is believed that more of this collateral consists of securities of enterprises 
in other neutral countries outside the United States than was the case with the 
previous collateral loan. Hence it is assumed that less than half the collateral 
security will consist of United States stocks and bonds, while perhaps two-thirds 
will be Canadian and other neutral securities. 
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Effect on Our Money Market 


‘THIS loan will undoubtedly soak up some of our surplus credit. A good deal 

of the loan will probably be taken by our banks directly, and many investors 
will for some time borrow a part of the money needed to carry the new bonds, 
thus increasing the loan accounts of banking institutions. 

At present, however, the money situation is such as to stand this operation 
with a minimum of disturbance. January is naturally a season of big reserves 
and deposits. Less money is required for business use during the winter months, 
so that money tends to flow toward New York from the interior. The big in- 
terest and dividend disbursements January 1 also tend to swell bank deposits. 

This year these natural accumulations have been greatly increased by the 
steady stream of gold which the Allies are pouring in upon us. Our net gold 
imports for 1916 were well toward $550,000,000. Since 1917 opened about 
$50,000,000 more gold has come in and the total for January is expected to be at 
least $100,000,000. 

The immediate purpose of the Allies is of course to facilitate the flotation 
of their next loan here, and the desired effect has been produced. The amount 
of gold in New York institutions increased $44,500,000 last week and total re- 
serves Saturday were over $181,000,000 against $42,000,000 two months ago. 

In the mean time the ratio of deposits to loans, which was down to about 
102 per cent. last summer, has risen to 108. This represents a very strong bank 
position and the necessary result has been a decline in money rates. Call money 
is 11% per cent. and some of the best commercial paper is being placed as low as 
31% per cent. 


The Prospect for Money 


EVERY feature of the situation points toward a gradual rise in money rates 
except one—the steady gold imports. These, however, are of such amount 
and importance as, temporarily at least, to overbalance the rest. 

The great activity of general business, the relatively high level of security 

rices compared with preceding years, the growth of bank loans, the inflated 
eal of commodity prices, all mean a need for more money which under any 
sort of normal conditions would result in higher ‘interest rates. 

In addition, the amendment to the Federal Reserve Act, which the Board 
has caused to be introduced in Congress and which is practically certain to be 
passed, will cause a great apparent reduction in bank reserves by putting an end 
to the practice of counting into reserves a big volume of deposits by interior 
banks in Reserve City tore I As the act now stands this method of reckoning 
reserves would end next November, but in view of the present very large surplus 
of reserves the Board wants to advance the date to sixty days after the p of 
the amendment. While this will not change the actual money position of the 
banks, it will cause a big reduction in the surplus reserves as they are now 
reckoned. 

It is likely that this change in reserve requirements will come at about the 
same time as the natural increase in the use of money resulting from the opening 
up of spring business. This occurs in March and April and generally causes a 
considerable outward flow of money from New York and other reserve cities to 
the interior. 

When to all these factors is added the effect of the proposed big foreign 
collateral loan, it is clear that the influence toward higher money rates are nu- 
merous and powerful. But off against them is to be set the inflow of gold, which 
in peace times would be simply astounding. And this factor is so thoroughly 
controlled by the banking authorities of the Allies that no definite forecast of 
the future can be made. 

Not only do the Allies control the immediate movements of gold, but they 
even control the fundamental basis of those movements; that is, they can, within 
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limits, increase or decrease their purchases from us and increase or decrease 
their borrowings in this market. Our money market is so completely under the 
influence of the war financing that all other considerations have become sub- 
sidiary to that one. 

It is nevertheless certain that normal considerations will eventually out- 
weigh the special influences arising from the war. Money rates are now near the 
irreducible minimum. Their next movement of any importance must neces- 
sarily be upward, but the one question that we are most interested in answering 
—when that movement will occur—cannot now be definitely decided. The 
most we can say is that there is a strong probability that the year 1917 will 
witness a gradual rise in the money rate. 


The Future of Business 


THERE is the same talk now as last spring to the effect that steel and mg 

prices have probably reached their maximum, that exports are likely to fall 
off because of the ability of the Allies to supply their own requirements and 
because of the difficulty of getting ocean tonnage to handle the movement, and 
that general business activity is more likely to fall than to rise further. 

So far as previous business history is any guide, these arguments are entirely 
reasonable. ‘They were entirely reasonable a year ago, but proved to be wrong 
nevertheless. We cannot argue from peace experience to war conditions. 

There is this to be said, however, that with every month of further war such 
arguments are more likely to be right than they were the preceding month. 
Even the war boom must have a climax, and will have a climax even though the 
war goes on. The higher prices rise and the greater activity resulting from 
war orders, directly or indirectly, the more caution should be exercised. 

There can be no question that American business men in general are exer- 
cising that caution. That is the strongest feature of the situation. Stocks of 
goods are everywhere light and new enterprises are being entered upon dif- 
fidently. 

But it must not be forgotten that although actual stocks of goods on hand 
are small, orders ahead in many lines of business are large. Judge Gary tells us 
that the U. S. Steel Corporation is practically booked up for 1917 and into 1918 
with “firm” orders. If prices a heal begin to decline the buyers on these orders 
will find themselves paying above current prices for their steel and their profits 
will necessarily be decreased by that fact. That is a condition which, to a 
greater or less extent, runs throughout nearly all lines of business. Past ex- 
perience shows us that it is only while orders ahead go on increasing or at least 
are maintained at the high level, that business holds its own. A decline in or- 
ders on hand soon brings a decline in the activity of business. 


The Market Prospect 


‘THE chances for a moderate rally in the stock market now look very good. 
There is a more general prevalence of bearish sentiment than is warran 
after such a severe decline. As is usual, speculators have rushed from one ex- 
treme to the other. Two months ago they believed that nothing could cause 
any serious decline in the face of the wonderful earnings being reported by our 
principal corporations. Today they appear to have forgotten all about those 


he peace discussion has brought no real change in the situation, except 
that it has en roman reminded everybody that peace must come some time 


through the exhaustion of one or both sides. When the next advance in prices 
comes peace will necessarily be nearer than it was last November, and the situa- 
tion will therefore be to that extent less bullish. But the recent “Peace Panic” 
apparently discounted a longer step toward peace than has yet been taken or 
seems likely in the near future. 











Business Men’s Investments 
Three Investment Types of Men-of-Affairs and Securities 
Which May Appeal to Each Class—Consideration of 
Safety, Yield and Marketability—When 

‘and How to Invest 








- By PHILIP T. TOWNE 





HE matter of investment must l- 
ways revolve about the personal 
equation, There are almost as 

many types of investors as there are 
forms of investments and it is a difficult 
matter to sort them into their proper 
classes. Generally speaking, however, all 
investors may be grouped under three 
types, (1) the purchaser of securities in 
the strictest “investment” sense, (2) semi- 
speculative investor and (3) the specu- 
lative investor. 

Class 1 includes only those who pur- 
chase securities, usually to hold for long 


Class 2 includes those who are inter- 
ested in high grade securities but are 
willing to concede something of safety 
for higher yield and the prospects of 
closing out their commitments at some 
future time at a profit. 

Class 3 is made up of investors who 
are on the lookout for “bargains” in in- 
vestments and who like to make their 
commitments in securities, which show 
a much wider range of fluctuations than 
those of Classes 1 and 2. The idea of 
safety is still an important underlying 
important consideration, but the matter 








* TABLE I 


BUSINESS MAN’S INVESTMENT OF $10,000 WITH SAFETY OF INVESTMENT AS THE 
PRIMARY CONSIDERATION 


Name of Security 
United Kingdom 5%%s 
Nor. & West. Ist Con. 4s 
Beth. Steel Ist and Ref. 5s 
N. Y., Lack. & West. 5s 
Vicksburg Waterworks 5s 
Am. Tel. & Tel. Conv. 4s 
Chic., Burl. & Quincy Gen. 4s 


Par 
Maturity Purchased 


$1,000 
000 
1,000 101 


Yield on 
Market 


Recent Cost 

Market of 
Price Security 

$97% $978.75 
96 960 


1,010 
1,030 
1,060 
990 
962.50 
1,006.25 
945 


1,010 


4% 
4% 








periods of time, with the principle of 
safety as the primary consideration and 
with the matter of yield and market- 
ability as secondary considerations. 
This type of investor is interested in only 
the highest de of seasoned securities 
such as indicated in the “Investment- 
For-Safety and Income-Only” number 
(Dec. 23, 1916) of THE MAGAZINE OF 
Watt Srreet. Naturally this this in- 
vestor is desirous of obtaining as high a 
yield as possible without vitiating his 
cardinal principle of safety, but when 
there is a conflict between safety and 
yield, he decides in favor of safety. 


of profits on sale and marketability are 
the first considerations. The considera- 
tions which govern these three classes 
and their order cf importance is shown 
herewith: 

Class 1, 


Safety, Yield, Marketability. 
. Class 2, 
Yield, Safety, Marketability. 
Class 3. 
Marketability, yield, safety. 
The man of business for whom this 
article is written might belong to any 
one of the three classes mentioned. If 
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he has large interests which require all 
his intention and wishes to “ee his 
surplus funds where they will make 
regular and satisfactory returns without 
calling for much of his time he comes 
under class 1.. If he has time now and 
again, and the inclination to study se- 
curities, he may come under class 2 and 
if he is in a position to keep in close 
touch with financial matters he may come 
under class 3. The three tables which 
accompany this discussion illustrate the 
three forms of investments which might 
interest the classes of investors men- 
tioned. 


Investing for Safety and Income 


Table 1 shows how a business man 


ern), two industrial companies and two 
public utility companies. The purchase 
of one bond of $1,000 par value of each 
of the ten companies mentioned would 
require, on the basis of the quoted prices, 
$9,615.50 and the annual yield on the 
investment would total 4.8 per cent. 
If the investor held all these securities 
until maturity he would receive in ad- 
dition to his interest, a premium of 3.8 
per cent. on his investment, that figure 
representing the ratio to the purchase 
price of the net amount received on ma- 
turity above the purchase price. 

Some comment may be occasioned by 
my including in this list a short term 
note of one of the belligerent powers 











TABLE II. 


BUSINESS MAN’S INVESTMENT OF $10,000 IN SECURITIES OFFERING MORE SPECULA- 
TIVE POSSIBILITIES THAN THOSE IN TABLE I 


Name of Security 
Chinese 68 
Seaboard Air Line Ist 6s 
Amer. Agr. Chem. Con. Deb. 5s 
N. Y. Air Brake Ist Con. 6s 
Am. Tel. & Tel. Col. Trust 5s 


Cost of 
$1,000 
Par 
$975.00 
990.00 
1,028.75 
1,050.50 
1,005.00 
1,000.00 
855.00 
907.50 


992.50 
1,052.50 


Yield on 
Market 
Price 


Int. 
Rate 


Recent 
Price 
97% 
99 
102% 
105% 


6 
6 
5 
6 
5 
5 
4 
5 
5 
6 








may invest $10,000 with the idea of 
safety predominant. All these issues are 
well secured and the credit behind them 
and their margins of interest safety are 
sufficient to warrant their being ranked 
high. In drawing up this tabulation the 
principle of diversification of investment 
was taken into consideration. It will be 
perceived that the list includes two short 
term notes. One is that of one of the 
greatest governments in the world and 
is backed by that government's credit in 
addition to securities approved by J. P. 
Morgan & Co. and.secured by pledge 
with the trustee to the extent of 120 
per cent. of the par value of the notes. 
The other short term note are an equip- 
ment trust issue by the Southern Rail- 
way Co. Four railroads are found in the 
list, including a guaranteed stock (New 
York, Lackawanna & Western guaran- 
teed by Delaware, Lackawanna & West- 


and in this connection let me call atten- 
tion to the little considered fact that 
there is no security in the world which 
may be classed as absolutely safe. One 
hundred per cent. of safety is a theoreti- 
cal expression ; in actual practice there is 
no such thing and can be no such thing. 
In the writer’s estimation, and it repre- 
sents only the viewpoint of one indi- 
vidual, the United Kingdom notes are 
entitled to rank high among conservative 
investments since they are backed by the 
credit of the British government, and 
no matter how the war ends the writer 
finds it inconceivable that that govern- 
ment will default on its bonds. More- 
over, the notes are backed by tangible 
collateral well above their face value. 


Semi-Speculative Investments 
The business man who makes his com- 
mitments along the lines indicated in 
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Table 1 will not have occasion to devote 
much attention to his investments. 
Their yield is as high as may reason- 
ably be expected and their security 
ample, while there is always, of course, 
the prospect of appreciation in value be- 
fore maturities. Table 2 is compiled for 
the man of affairs with surplus funds to 
invest, who desires investments which 
offer something more in the way of mar- 
ket appreciation. The purchase of $1,000 
par of each of the issues requires, at the 
market prices quoted, an investment of 
$9,856.75, on which the annual yield is 
5.07 per cent. Held until the maturity 
the purchaser would receive a premium 
of $143.25, that being the difference be- 
tween par and the purchase price which 
is equal to 1.4 per cent. on the original 


the Chinese 6’s, the Seaboard Air Line 
6’s and American Telephone & Telegraph 
Collateral Trust 5’s. Undoubtedly all of 
these issues will be listed in the near fu- 
ture will entitle them to sell on a better 
basis. The investing public is slow to 
realize the possibilities in new issues. 
It prefers to stick close to tried paths, 
and for that reason the far-sighted pur- 
chaser of securities is the one who takes 
advantage of the slowness of the gen- 
eral investing public. 


Convertible Bonds 


Why convertible issues are not more 
generally in favor with the investing 
public has always been somewhat of a 
puzzle to the writer. There are plenty 
of such securities which include all the 








TABLE IL. 


BUSINESS MAN’S INVESTMENT OF $10,000 IN SECURITIES OFFERING MORE SPECU- 
LATIVE OPPORTUNITIES THAN THOSE IN TABLES I AND II 


Cost of 
$1,000 
Par 


Yield on 
Recent 
Price 
106% 

107 
97% 
711 
391 
130% 
100 
120 
114 
112% 








investment. With the principle of diver- 
sification in view the list includes one 
government issue, three underlying rail- 
road mortgages and one railroad con- 
vertible, two public utilities and three 
industrial convertibles. 

While the degree of safety is not as 
great as the issues mentioned in Table 
1 it is nevertheless sufficient for all prac- 
ticable purposes, as there is nothing 
short of a calamity which would endan- 
ger the annual interest payments on 
these securities. Some of these issues 
sell on a comparatively high yield basis 
for their type of investment because they 
are new issues which are not yet consid- 
ered “seasoned.” The latter is true of 


desirable features of a straight first mort- 
gage bond with the additional attractive 
convertibility feature which gives it the 
possibilities, speculatively speaking, of a 
stock. Take the New York Air Brake 
convertible mentioned in Table II. The 
convertible feature of this issue expired 
on July 1, 1914, just in time to avoid 
the “war-boom” in the stock, but it is 
interesting to see how the bondholder 
wuuld have fared had he been allowed to 
convert after that time. Assume that 
his bond cost him $1,000 and that he 
converted it into stock when the latter 
was selling at $150 (the stock sold at a 
high of 16434 in 1915 and 162% in 
1916.) For a $1,000 bond he would have 
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received ten shares of stock with a mar- 
ket value totaling $1,500 and represent- 
ing an appreciation of 50 per cent. on 
the original investment, to say nothing 
of interest received up to the time of 
conversion. In purchasing the bond he 
would have a security which is a direct 
lien on the company, backed by a first 
mortgage on tangible collateral and 
which has showed its bond charges 
earned between four and five times over 
during the last five years, not including 
1916, the company’s biggest year. 

The Convertible 6’s of the American 
Agricultural Chemical Co. are convert- 
ible into common stock par for par, at 
any time before their due-date. Owing 
to the steady development of this com- 
pany their position has steadily improved 
and will show further market apprecia- 
tion on continued good or enlarged earn- 
ings. This is a debenture issue and while 
not secured by a mortgage, is protected 
against any further mortgage being 
placed on the property. 

The Erie Convertibles are issued in 
three series, A, B, and D. The B bonds 
are convertible into common stock up to 
Oct. 1, 1917, and series D are convertible 
into common stock between April 1, 1918 
and Oct. 1, 1927. As Erie has been 
showing handsome progress of late 
years, these convertibles offer attractive 
speculative prospects for the long pull. 

The American Smelters Securities 
Convertibles may be exchanged for the 
common stock of the American Smelting 
& Refining Co. at any time prior to 
August 1, 1918, provided that at the time 
of conversion the bonds have a New 
York market value of not less than par. 
The market position of this issue will 
depend upon the continuation of the 
large earnings of the smelting company, 
but in any event the issue 1s well se- 
cured as to interest and collateral and 
at 105% yields 5.7 per cent. 


Speculative Investments 


Table 3 presents a list of speculative 
investments. The matter of market- 
ability is important here and all these 
issues have ready markets. The busi- 
ness man who purchases with the idea of 
selling at a profit rather than holding 
for yields and maturities, must have se- 


curities which are readily salable. To 
purchase $1,000 par value of each of the 
named securities (except in the case of 
the two oil companies where the amount 
invested in each is an even $1,000) 
would require an outlay of $10,879.50 
and the annual return on such investment 
would be 5.4 per cent. It is apparent 
that if the convertible bonds were al- 
lowed to mature that the purchaser would 
have to write off considerable amounts 
to account for the difference between 
purchase price and par of the bonds, but 
the buyer of these bonds would take 
them only with the intention of either 
selling them or converting them into 
stock on favoring markets before they 
matured. 

Table 3 does not present quite as 
stable a list as either table 1 or 2 but 
the issues are well regarded, their net 
yield is attractive and their speculative 
prospects considerable. There is every 
reason to believe that these issues could 
continue their present interest rates even 
under the most unfavorable conditions, 
so that the purchaser of these securities 
who did not realize his hopes in the way 
of market increment in prices, would only 
be hung up with good securities making 
very satisfactory yields. 

This article is written with the purpose 
of furnishing suggestions to the three 
types of business men investors. Be- 
fore making commitments each investor 
should study carefully the details of each 
issue mentioned in order to determine 
for himself whether it meets his require- 
ments, since in a discussion of this sort 
there is not space to go into a detailed 
analysis of each security. Furthermore, 
the investor should make his commit- 
ments only when general market condi- 
tions are favorable. At this time of 
writing it appears that the general mar- 
ket situation is so unsettled that it is not 
a good time for speculative commit- 
ments, but by the time this appears in 
type the whole situation may have 
changed. The successful investor is the 
one who not only keeps close tabs on 
his investments but on general market 
and financial conditions as well. 

A balanced investment may be obtained 
by choosing from each of the three 
classes, 
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Causes Behind Declines 


Why Stocks Go Down When the Public Buys for a Rise— 
Steel Common’s Drop to 100%—How Those Who De- 
pend on Charts Usually Fare — Value of 
Fundamental Knowledge 





By FRANCIS H. HOFFMAN 





WELL-KNOWN stakeholder re- 
A cently made the statement that it 

has been his experience to see the 
favorite in the wagering on the Presi- 
dential election invariably returned the 
winner. The last election was a reversal 
of form and can be accounted for by the 
moneyed men of New York and the East 
shaping the odds by the mere weight of 
the immense sums involved. The West 
won the recent election for Wilson, but 
as it did not know its real strength and 
influence, its money did not come in any 
appreciable volume to the wagering mart 
of the New York Curb. The odds in the 
Presidential and local elections are di- 


rectly shaped by public opinion as to the 

robable winner, and as goes public opin- 
10n, so goes the election. When we enter 
the stock market, however, the situation 


is reversed, and any trader of even a 
year’s experience will tell you that the 
eh opinion as to how the stock mar- 

et will act is an exceedingly poor one, 
and that more money is lost following it 
than is made. 


When the Public Buys 


When the public has bought for a rise 
the chances are very great that the mar- 
ket will go down. Le us see why this is 
so. Let us imagine twelve men trading 
in a stock. Mr. A, B, and C own all the 
stock and make up a balance sheet show- 
ing the excellent condition of the com- 
pany. Mr. D, E, F, G, H, I, J, K, and L 
bid the price up from 100 to 110 in order 
to obtain the stock. At 110 A, B, and C 
have sold to the others their last lot of 
stock. What will the stock do as to price 
movement? The chances are very great 
that it will go down. There are but 3 
potential buyers and 9 potential sellers. 
All of the 12 except A, B and C are 
“loaded” with stock and must offer it 
down to find buyers. As the others offer 


it down A steps in with a buying order 
at 108, B at 106, and C at 104. The stock 
is now in a position to go higher, as but 
3 of the 12 have any stock. The others 
realize the stock is worth more money 
and start bidding for it again. The more 
A, B and C sell on a scale up the weaker 
the technical situation becomes. This 
illustration of 12 men dealing in a single 
stock is an exposition of the theory of 
price movements and applies likewise to 
the public dealing in hundreds of issues 
on the New York Stock Exchange. It 
matters not what the intrinsic value of 
the stock may be, as long as the buyers 
are numerically greater than the sellers 
the stock is in a weak technical situation 
and the chances of its going lower are 
greater than those of going higher. But 
there are instances of stocks containing 
no short interest advancing rapidly. To 
explain this phase let us again refer to 
our 12 men. Let A, B and C own all the 
stock in our fictitious company. These 
three men are officers, have access to the 
inventories, earnings, etc., and know, as a 
matter of simple arithmetic, that the 
stock is worth $150 per share. In order 
to make a speculative market for the 
stock this news must be imparted to 
others and D, E, and F are told to buy 
the stock at $104 for much higher prices. 
The news spreads and G, H, I, etc., bid 
up for the stock causing a rise. Now let 
these twelve men have friends, Al, B1, 
H1, K1, etc., all of whom are in the habit 
of taking fliers in the stock market. As 
these outsiders buy the market goes 
higher. In this manner a potential buy- 
ing power, i. e., friends of A, B, C, etc., 
enters the market and causes an advance. 
This potential buying power is as good 
as a short interest when it is operating, 
but ordinarily is sleeping and dormant, 
as the friends of A, B, a etc., must be 
educated to buy the stock, whereas -a 
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short seller must buy the stock to even 
his contract. So when you see the stock 
market running away on a great wave 
of public buying you know that new buy- 
ing is coming into the market and will 
cease when the enthusiasm causing it is 
chilled, and that it is not a good time to 
be long much stock, as you never know 
when the late and former buyers will 
want to get-out. But if the public is 
short of stocks on balance, you know 
they must buy, enthusiasm or no en- 
thusiasm, and that on such eccasions 
stocks can be accumulated. The more 
you know about the intrinsic value of a 
stock the better you are off, for should 
the public get short at a price below the 
intrinsic value it is almost a sure thing 
when you buy it. Study intrinsic values, 
but do not forget that when a stock is 
overbought it is going to have greater 
difficulty to sell higher than when a good- 
sized short interest exists therein. 


Why Steel Declined 


Should any reader doubt these state- 
ments or the principle of market action 
involved, let him ask himself the ques- 
tion, “What caused the drop in Steel 
Common from around $120 to $100% ?” 
Some may say the submarine activities 
of the U-53 and peace scare, ete. Did 
the U-53 do one iota of harm to the 
United States Steel Corporation? Prob- 
ably not. United States steel tonnage 
(unfilled) shows an increase over pre- 
vious period. But this is certain: the 
stock was badly overbought by the pub- 
lic and it was due for a decline. The 
submarine episode and peace scare was 
not the primary cause but the excuse for 
the slump. 

Most of the writing on finance and 
speculation is exceedingly interesting 
but gets the reader nowhere in that it 
does not tell him how to make money. 
There is only one Trend letter which 
the writer knows of which definitely tells 
its client when to get in and out of the 
market. All others I have seen are so 
hedged about with qualifications and con- 
ditions that they are not only useless but 
confusing. Moreover, they are dishonest 
in that their authors leave loop-holes for 
themselves to crawl out of and are not 
willing to stand on their opinion without 
qualification. 


Chart Operators 

The writer has in course of prepara- 
tion a series of vital statistics in wheat. 
It shows in graphic form such price- 
making items as exports, month by 
month during the last three years. Ratio 
of exports this year this date to last year 
same date. United States visible supply 
and ratio of increases this year as com- 
pared with last. Primary receipts July 1 
to date and as compared with last year 
and ratio. Bradstreet’s world’s visible 
and ratio of increase. Such items and 
others determine whether wheat will go 
higher or lower. Such a chart is based 
on a study of potential supply and po- 
tential demand which is directly the 
cause of movements in futures in the 
grain markets. Chart operators on price 
movements only view but the effect of 
supply and demand and cannot take a 
long-range view of the situation. They 
make a great number of interesting lines 
on paper and can always show you some 
“system” that will make big money. But 
it has been the writer’s experience that, 
as a rule, the average chart operator can 
be classified in this manner: the more 
lines on his chart the more fringes on his 
trousers. 


A Successful Method 

_In a recent issue the writer explained 
a method of operating in the stock mar- 
ket in which the chances on each deal 
were from 2 to 1 to 3-to 1 in favor of 
the operator. He has since tried it out 
over a series of years on United States 
Steel and has yet to discover a year in 
which it did not return a big profit. He 
wishes to call the reader’s attention to its 
recent application to the common stock 
of the Maxwell Motor Company. The 
stock fluctuated between 85 and 83, but 
finally broke the low turning point of 83, 
which would show a sale at 82% with a 
stop at 854%. Today (December 28) it 
sold at 4534, and operator could insure 
himself a profit by placing stop on short 
sale at 60. This method shows a big 
profit when followed mechanically, but 
when coupled with the trader’s judgment 
should be extremely valuable. 

When public is “loaded” with stocks 
the market will have hard work to ad- 
vance. The market discounts the future. 
Look ahead—not back. 
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Britain’s Big Internal Loan 


NDREW BONAR LAW, chan- 
cellor of the exchequer, announced 
on January 11, 1917, the terms 

of the new British war loan, the biggest 
loan in the world’s financial history. 
The amount of the loan is unlimited. 
The loan will be at 5%, issued at 95 and 
for a term of 30 years; in addition 
thereto there will be an optionary loan 
offer at 4%, issued at par, which will 
be free of the British income tax amount- 
ing to over 20%. 

In anticipation of this big refunding 
operation the British government re- 
frained for the last two weeks from of- 
fering any short terms issues. It is in- 
teresting to compare the issuing prices of 
the last great loans of the three belliger- 
ents, England, Germany, France. Eng- 


land’s loan will be at 5% issued at 95, 
Germany’s last loan was at 5% issued at 


98, and France’s last loan was at 5% is- 
sued at 8714. Germany had to pay 5%%, 
England 5%4%, and France 54% for 
raising the funds at home to prosecute 
the war. 

Great Britain, financially by far the 
strongest of the belligerent powers, has 
financed her war expenditure by short 
term loans, long term loans, loans abroad 
and by taxation. Although taxation is 
by far the healthiest way of financing 
expenditures, the huge expenses of a 
world war cannot be covered by taxa- 
tion only. As a matter of fact, Great 
Britain raised 2 billion dollars through 
taxation, a larger amount than any other 
belligerent nation. Great Britain raised 
three big loans in the United States, 
the Anglo French 5% loan, of which 
Great Britain’s share was 250 mil- 
lion dollars, the United Kingdom 5% 
loan of 250 million dollars, and the 
United Kingdom 5%% loan of 300 
million dollars. To this amount of 
million dollars has to be added about 100 
million dollars raised through smaller 
credit operations in the United States, 
and another 100 million dollars raised in 
Japan, making the total of Great 


Britain’s loans raised abroad one billion 
dollars. 

By far the greatest part of the war 
expenses of Great Britain have been 
raised so far by short term obligations. 
It is estimated that the total of British 
treasury bills running from three to 
twelve months amounts at present to 
5% billion dollars, while the total of 
British Exchequer bonds falling due 
within five years amounts to 2% billion 
dollars. Great Britain’s internal short 
term obligations are consequently above 
the 8 billion dollar mark, and the re- 
funding of these obligations is the main 
purpose of the coming big loan. 

Since the outbreak of the war Great 
Britain has approached the British public 
but twice for subscriptions to long term 
loans. Towards the end of 1914 Great 
Britain raised 134 billion dollars through 
her first 344% war loan, but the biggest 
part of this loan was converted into the 
second 4%4% war loan, issued in June, 
1915, which brought a total cash sub- 
scription of about 3 billion dollars. This 
loan was issued at par, and subscribers 
received the privilege of converting their 
bonds into the next long term loan is- 
sued by the British government. As the 
new big loan will be at 5% issued at 
95, it ts evident that practically every 
holder of the 41%4% loan will take ad- 
vantage of this valuable privilege of ex- 
changing his 444% loan into a 5% loan. 
The British government expects a record 
cash subscription for the new loan, but 
the total will be immensely swelled by 
the holders of the old loans exercising 
their conversion privilege. 

The British government has financed 
its war expenses up as follows: 


War taxation 

Raised in the U. S. A. and in Japan 
Short term obligations 

Long term war loans 


* Billions. 
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Expert Opinions 


About Financial, Investment and Business Conditions 





Judge Gary Warns 
N an interview published in Collier's 
Weekly, judge E. H. Gary, chair- 
man of the Steel Corporation, 
utters a note of warning. 


“Unquestionably,” said the judge in reply 
to a question, “it is only by the wisest fore- 
thought and a well-matured policy that we can 
avoid a serious setback to American industry 
and commerce from the competition which 
the peace revival will bring. The belligerents 
are great buyers today, of necessity. When 
peace comes they must, also of necessity, re- 
duce théir purchases and increase their sales. 
Otherwise they will neither be able to pay 
their debts nor build up their industries.” 

“Will they be able to sell at a profit?” I 
asked. 

“Yes, more or less, but they must sell any- 
way,” he replied, “and they will be so used 
to sacrifice that they won’t worry much about 
profits or wages for the time being so long 
as they can keep their plants running.” 

“All this is true,” I replied, “in the case of 
those industries, such as textiles, where they 
have a surplus, but—” 

“In the case of most industries,” he inter- 
rupted. 

I suggested that the very process of rehabili- 
tation would perhaps create or continue a de- 
mand for many of our products. 

“Well, for what?” he asked. 

“Cotton and copper and—” 

“Yes,” he said, “and foodstuffs for a time, 
but they will do everything they can to pro- 
duce their own supplies and buy only as little 
as they can get along with where they can’t 
produce.” 

“I intended to add iron and steel products 
for building and machinery,” I said. 

“Not at all,” was the prompt reply; “they 
are more likely to export such products to 
us than to import them from us. Their re- 
sources today are adequate for home purposes 
in time of peace. We are exporting 25 per 
cent or more of our product today, but two- 
thirds of it is for war purposes. With the 
additional demand at home due to similar 
causes our output has been doubled. But be- 
fore the outbreak of the war we had our prices 
fixed by the low cost of imported goods. That 
shows their capacity in normal times.” 


“America’s Serious 
Situation”—T. W. Lamont 
“Shall 


Prosperity Con- 
tinue?” is the theme of Thomas W. La- 
mont of the firm of J. P. Morgan & 


America’s 


Co., writing in Collier's Weekly. He 
says : 


“I have been asked to present some of the 


reasons why those who have been active in 
issuing foreign loans here believe such a 
policy to be wise in the permanent interests 
of American trade and industry. In encourag- 
ing American investors to make loans to Can- 
ada, France, Great Britain, Russia and Italy, 
and to other European as well as South 
American countries, we have had chiefly in 
mind a continuance of this country’s present 
prosperity.” 

Mr. Lamont’s reasons, briefly, are: 
(1) The upbuilding of our export trade. 
(2) The gold situation. (3) Changing 
America from a debtor to a creditor na- 
tion. (4) Resources of Great Britain 
and France. (5) The Necessity for 
Prudence and (6) Sentiment in busi- 
ness. 


“Even as recently as the time of our 1907 
panic the Bank of England, it will be remem- 
bered, refused to entertain doubt as to the 
goodness of our commercial paper and con- 
tinued, to America’s great relief, to purchase 
the bills of houses that here in America were 
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in somewhat doubtful credit. Today our ex- 
port trade is so huge—calculated, as I say, 
at $5,000,000,000 for 1916—that America’s 
profits alone from this trade ought far to 
exceed the amount of any possible credits that 
may be asked of us by England, France and 
Russia. Is it too much to suggest that there 
is some moral obligation due, at this time, 
from a now rich and prosperous America to 
valued clients who, in the times of our need, 
have never failed to grant us the credit where- 
with to build up our own prosperity? 

“But the sentimental is not a chief side of 
the question. The main point is this: Amer- 
ica, it would seem, has never before faced, in 
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her industrial and commercial affairs, so seri- 
ous and yet so clear-cut a situation. By ex- 
ercising wisdom and generosity, the United 
States can place herself in the leadership of 
the world in those affairs that lead to a coun- 
try’s material well-being and thereby furnish 
it the power to develop more speedily its best 
ideals. But to turn from the present oppor- 
tunity, to decline to extend credit generously 
as well as prudently to our customers abroad, 
will be to close upon ourselves the door that 
will never reopen.” 


“U. S. Industrially 
Independent”—T. A. Edison 


In an interview published by the 
Scientific American, Thomas A. Edison 
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discusses what America did to meet its 
shortage in materials caused by war. 


We have reached a measure of industrial 
independence since we have been forced to 
make things for ourselves, but we will never 
become entirely independent in the manufac- 
ture of dyes. Germany can make them better 
and cheaper than we can and we should buy 
them from Germany. What is the use of our 
wasting our time to make things that Germany 
can make at lower cost? We should devote 
our time to other things that we can make 
cheaper than Germany can. We will probably 
hold our common dyes, but I am very doubt- 
ful about holding the complicated dyes. Ger- 
many has been at work upon them for so long 
that we cannot expect to compete with her, 


It is not probable that we shall ever be 
trapped again as we were this time. If we 
have about 25 or 30 colors or shades manu- 
factured in this country they should meet all 
the requirements of any normal being. There 
is no necessity of our manufacturing 1,657 
different shades of color. We have too much 
to do here without competing with Germany 
in that field. 

One of the most important things that 
should be started in this country is the manu- 
facture of nitrogen. The matter should be 
agitated. I do not believe that the Govern- 
ment itself should undertake to build and 
operate a plant for the fixation of nitrogen, 
but the Government ought to assist by provid- 
ing individuals with credit or otherwise. We 
are approaching the age of the verge of land 
exhaustion. We will have to go into intensive 
farming and must have nitrogen. We can 
make it economically here, just as economic- 
ally and far more so than in Germany, because 
we have more water power and our coal does 
not cost as much. All the raw. materials cost 
less here.” 


“America Is 


Drifting”—N. M. Butler 


Addressing the Chamber of Commerce 
of New Haven, Nicholas Murray Butler, 
President of Columbia University, took 
for his subject, “Is America Drifting?” 
After pointing out how the treaty-making 
power is hampered by the powers lodged 
in the States Mr. Butler said: 


“Americans live in too much of a glass 
house to make it wise to throw stones at other 
nations who refer to a treaty as a ‘scrap of 
paper’,” adding: 

“Americans must give up their increasing 
tendency to think in terms of classes, or 
groups, or sections, or States, and learn to 
think nationally in terms of the whole United 
States. 

“Our whole industrial system,” he went on, 
“will be overturned with immense -loss and 
damage to every interest unless it can be re- 
constructed and remodeled on new and 
sounder lines. Our present habit is to let 
things drift until some acute crisis occurs 
and then to meet it by surrender or by com- 
promise, without any regard to the future, but 
with eyes fixed only on the immediate present. 
The time has come for us to humanize ever) 
great industry and every great corporate un 
dertaking. The man who works with his 
hands should and can easily be made to have 
a common interest with the man who works 
with his head and with the man who risks his 
accumulations.” 


“Nation of 
Wasters”—Sec. Redfield 


The necessity for preparation to meet 
the commercial conditions that will pre- 
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vail after the war was urged by Secre- 
tary of Commerce William C. Redfield in 
an address he delivered before the 
Philadelphia Chamber of Commerce. 
Mr. Redfield said in part: 


“We are the wasters of the world. It would 
not be untruthful to take the initials I. W. W.., 
with which we are familiar, and attach them 
to ourselves as meaning the Industrial 
Wasters of the World. We like to be lavish. 

“This wastefulness is one of our great in- 
dustrial weaknesses. We cannot compete and 
we ont not to expect to-compete with a 
nation like France or Germany so long as we 
are wasteful and they are thrifty. We usually 
ignore science in industry, and are apt to talk 
about a practical man as better than a scien- 


J. D. Rockefeller, Jr., 
on Labor Problems 


The views of John D. Rockefeller, Jr., 
on how to deal with labor, were ex- 
pounded in a speech delivered by him at 
Cornell University at the Founder’s Day 
exercises. 


“Labor and capital are naturally partners, 
not enemies, and the personal relation in in- 
dustry, entered into in the right spirit, gives 
the greatest promise of bridging the yawning 
chasm which has opened up between employer 
and employe. Too often capital regards labor 
merely as a commodity to be bought and sold, 
while labor not infrequently regards. capital as 
money personified in the soulless corporation. 





NET PROFITS 
VOF 12 LEADING ‘ 


AUTOMOBILE 
CP companies 3 


The capital of twelve leading railroad companies is about twenty-two times the capital of twelve 
leading automobile companies, not including Ford. Yet the showing in favor of the automobile com- 
panies is much greater in relative proportion of net earnings to capitalization. 


The gross earnings of a single company, the General 
Northwestern.—Financial and Investment Chronicle. 


prosperous railroad, such as the Chicago & 


otors, are larger than the receipts of a great 





tific one. Meanwhile Germany builds up great 


industries, wholly based on scientific re- 
search, and England organizes a special Gov- 
ernment committee on Industrial Research. 
Industry must be wedded to science in this 
country if it is to compete with nations where 
science and industry go hand in hand. 

“Finally, here are six definite things to be 
done: stop waste, make industry the close 
friend and ally of science, educate our boys 
and girls for their work, learn costs and 
causes of costs, study and control the serious 
expenses involved in distribution, and get a 
sees and measures system that is up-to- 

te. 

“With these things done we need fear the 
competition of no man.” 


But labor and capital are men—men with 
muscle and men with money. Both are human 
beings and the industrial problem is a great 
human problem. 

“If labor and capital are partners, then cer- 
tain things must follow. They must have 
contact. This standing aloof one from the 
other must end. Partners know each other, 
they rub elbows, sit around the same table, 
come to understand each other’s point of view. 

“As the officers of our great corporations 
come to see more and more that the problem 
of understanding their employes and being 
understood by them is a vital problem, one of 
the most important with which the manage- 
ment is confronted, they will be convinced not 
only of the wisdom of devoting far more 
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time to such contact but of the desirability and 
the advantage to themselves, and to the em- 
ployes as well as to the company, of such 
closer relation and intimate conference in 
regard to matters of common interest and 
concern. 


Trumbull Justifies 
R. R. Private Control 


Frank Trumbull, chairman of the Rail- 
way Executives’ Advisory Committee, 
has written to The Journal of Commerce 
taking exception to certain statements 
which appeared recently in the public 
press in an article dealing with the publce 
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ownership of railroads. Mr. Trumbull 
said in part: 


“American railroads toda 
capitalization per mile, charge the lowest 
freight rates and pay the highest wages of any 
railroads in the whole world. Their operat- 
ing efficiency is the greatest and the character 


have the lowest 


of their service the best. In Germany, to 
which the writer refers, freight rates are 
nearly double those charged in this country 
and such efficiency as they have attained is 
made possible only through their autocratic, 
highly centralized plan of government. That 
even such results might be approximated in 
our uncoordinated democracy is unbelievable. 
One need only to read the reports of the 
United States Post Office Department re- 
cently submitted to Congress to gain a sug- 
gestion of the evils which would attend any 
such procedure. They openly complain of im- 
practicable and archaic methods, inefficiency, 


political interference and difficulty in dealing 
with employes; all of which would be highly 
intensified in Government operation of rail- 
roads. The evils of the Pork Barrel would 
be increased to an alarming degree if this 
great interest should be subjected to such 
control. The whole experience of this country 
has been to prove that private ownership and 
operation are vastly more efficient than public 
ownership. An argument in favor of Gov- 
ernment ownership of railroads can only 
stand if based upon such false assumptions and 
incorrect statements of fact as appear in the 
article referred to. The real cure for this 
Government ownership idea would be Gov- 
ernment ownership, but the disasters which 
would inevitably follow in its trail would be 
serious.” 


“R.R. and Merchants 
Should Co-operate”— 
G. D. Dixon 


That the commission merchants of 
America and the great railroad corpora- 
tions have interests in common and 
should therefore work in unison, was 
urged upon the National League of Com- 
mission Merchants of the United States 
by George Dallas Dixon, vice president 
of the Pennsylvania Railroad, in charge 
of the traffic department, in a speech de- 
livered at the league’s annual convention 
recently held at the Bellevue-Stratford 
Hotel, Philadelphia. 


“We are both,” said Mr. Dixon, “working 
in the same public service, in the sense that 
each of us is playing a part in making possible 
the econmical distribution of food products. 
We constantly face much the same difficulties, 
criticism and even abuse. You are daily 
charged with being ‘middlemen,’ as though it 
might be taken for granted that being a mid- 
dleman in itself constituted an offense. We, 
in the railroad business, have continually to 
meet the charge that our rates are unfairly 
high, when the fact is that they have been 
forced down unfairly low and form only an 
infinitesimal part of the cost to the consumer 
of the products which you handle. 

“Now, as we know that these accusations 
are unjust and unwarranted, and that they are 
often made for selfish reasons, it seems to me 
that the time has come for both of us—the 
commission men and the railroads—to try to 
obtain a fair and reasonable recognition for 
the part we play in the service of mankind.” 


“London Will Regain 
Leadership”—Eugene Doutre 


“In the commercial and financial read- 
justment after the war, New York has 
about as much chance as the city of Mon- 
treal has of replacing London as the 
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financial center of the universe,” says 
Eugene Doutre, of the London “Finan- 
cial World,’ who has been visiting 
Canada. 


Discussing financial conditions in London, 
Mr. Doutre spoke of the probable establish- 
ment of a trade bank which will furnish money 
to industrial enterprises, which would relieve 
the situation considerably when the period of 
reconstruction comes. “Formerly much 
money for such purposes was obtained from 
the more progressive German institutions,” he 
said. “Russian and other foreign banks to 
supplant the German institutions are being 
established in London, as with the great sums 
of money which England has loaned to Rus- 
sia, that country will in future become a 
debtor in almost the same degree as she is to 
France. Russia, with her wonderful re- 
sources, has always been handicapped for 
want of capital, but now this will be supplied 
by Great Britain. 


With the Financial 
Observers 


Keane, Zayas & Potts.—In January, 1916, 
the interest and dividend payments totaled 
$281,200,000. This year the total is of record- 
breaking proportions, the Journal of Com- 
merce estimate placing the figure at $330,- 
517,000. Conservative bankers are of the 
opinion that not less than one-third of this 
total ultimately will seek the securities market 
for investment, and it may be said that the 
diversion to this field of the very large sums 
which usually are spent by wealthy Americans 
in London and Paris and in travel on the 
Continent are expected to swell appreciably 
the funds available for stock and bond pur- 
chases. ? eat 

Meantime the wealth of the nation is in- 
creasing daily at a rate unprecedented in any 
part of the world. Last year the country’s 
favorable balance on its export trade exceeded 
$3,000,000,000; this year it is expected to be 
still larger, even with an early peace, and 
when peace comes the Central Powers will 
be added to the list of our largest and most 
profitable European customers at a time when 
the other belligerents will be buying here for 
purposes of rehabilitation and reconstruction. 


Hayden, Stone & Co.—The recent liqui- 
dation, while it has not gone to the root of 
the matter, has improved the situation. Tech- 
nically, the market is now in better shape to 
enjoy a rise and with the outlook that, for 
some time further, we shall be called upon to 
supply the distressed needs of Europe, we 
think it quite likely that the next few weeks, 
perhaps months, will witness a movement of 
air proportions. 

The fact remains that our profits have 
sprung from Europe’s terrible wants. Peace 
must come some day; surely it cannot come 
too soon, if in a form to insure its perma- 
nency. As Europe’s loss has been our gain, 


so her great gain cannot, we believe, mean, 
at least temporarily, other than economic re- 
adjustment in the country and that, in plain 
English, means, eventaually, lower prices for 
stocks. - 


J. S. Bache & Co.—The market has been 
under the servious strain of the conflicting 
currents of peace and war discussions, and 
has remained, consequently, largely profes- 
sional. The idea of an early peace has pre- 
vailed with the public, and has lessened par- 
ticipation from that quarter, but liquidation 
of the market has been heavy and selling now 
is mainly from professional sources. hen 
the settled conviction begins to prevail that 
the war is to continue until the objects for 
which the Allies have been fighting are fully 
realized, stocks will again show their real 
values as expressed in quotations. 

The net earnings of the Steel Corporation 
for the last quarter will soen be published. 
It is held by some houses that the statement 
of Judge Gary indicates continued large earn- 
ings for 1917. In any upward move, this stock, 
combining peace and war attributes, will prob- 
ably again be the leader. 


Odd Lot Review.—The market seems to 
have reached a trading stage. It is no longer 
possible to state a main fact to which all 
others can be rated as subpordinate. For in- 
stance, we can not say as we did say for two 
years up to last November: 

“Prices have failed to discount the war.” 

Then we said that peace in 1917 would ulti- 
mately prove better for the general welfare 
of the United States than peace in 1920. 


National City Bank of Chicago.—The re- 
adjustment of prices that has taken place in 
the security and commodity markets has gone 
a long way towards relieving the situation of 
weakness incident to overspeculation and in- 
flation. Prices in many cases have been re- 
duced to almost a peace basis, so that what- 
ever comes has been pretty well discounted. 
The Middle West has such a volume of busi- 
ness booked that it is reasonable to expect 
continued activity, whether the war ends soon 
or not. This is a pretty sound situation and 
shows how foolish it is to think that American 
prosperity will be dependent upon a continu- 
ance of abnormal foreign business. The steel 
mills are booked far ahead and prosperity in 
that industry is most pronounced. The situa- 
tion has been strengthened by the release of 
large contracts for railroad supplies and the 
sort of equipment that is needed at a time 
when the great highways of traffic are heavily 
congested. No railroad in this territory has 
command of sufficient rolling stock to render 
the expeditious service that its managers 
would like to give their patrons. The earn- 
ing power of the average freight car in traffic 
service was probably never as great as it is 
today. But freight cars cannot be built in a 
day or a week, even if the equipment com- 
panies were able to secure the necessary raw 
material. 











The Business Situation 





HE rise of commodity poet which has 
T for some months been the leading fea- 
ture of the economic situation, en- 
countered something of a check in this 
country during December, although the 
advance in England continued at a rapid 
rate. Bradstreet’s average remained almost 
stationary, after an advance of no less than 
7 per cent in November, one of the biggest 
changes ever recorded for a single month. 
In England the advance in December was 
2.7 per cent after a gain of 4 per cent in 
November. 

The smaller gain in bank clearings was 
natural in view of the comparatively sta- 
tionary plane of general prices, since recent 
changes in bank clearings have been more 
due to rising prices than to any actual ad- 
vance in the volume of business moving. 

The exact amount of net gold imports 
has not yet been given out for December, 
but it was very large—a record month, in 
fact—and our export balance of merchan- 
dise was also about as heavy as heretofore. 

Business failures in December were no- 


tably small, probably the smallest Decem- 
ber ever recorded in proportion to the 
amount of business done. December, mark- 
ing the clean-up for the year, often shows a 
considerable increase in failures. 

So far in January pig iron has remained 
stationary at substantially its December 
level, and the same is true of average steel 
prices. Copper has shown a reactionary 
tendency, but this is in small lots only, sold 
by second hands. The producers are main- 
taining prices. 

General business conditions show little or 
no change. Practically every line of busi- 
ness is working at capacity but the volume 
of output is being reduced in many lines by 
inadequate transportation. The railroads 
are not able to handle the business offered 
them except with many delays and consid- 
erable confusion. This condition, taken in 
connection with the higher costs of mate- 
rials and labor, has caused a rise in operat- 
ing expenses. The immediate outlook is for 
maintenance of busniess activity on about 
the present scale. 
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Erie and Southern Railway 


An Analysis and Comparison of Two Low Priced Rails— 
Their Status and Prospects—Which Presents 
the Better Investment Opportunity? 





By A. U. ROSENTHAL 





ECORD breaking earnings of the 
railroads for the year just com- 
pleted has caused such widespread 

comment in financial circles that much 
interest is being manifested in the 
stocks of these companies. The shares 
of the “Low Priced” rails are receiving 
especial attention, owing to the fact that 
the future of these companies leaves 
plenty of room for conjecture and en- 
thusiasm. The “big money” in Wall 
Street is made in buying stocks when 
they are cheap. In short the man who 
is able to diagnose the future of a com- 


pany and who has the courage to stick 
by his conviction is the one who profits 
the most in the end. What then is the 
best low priced railroad stock to buy? 
Which offers the best possibilities for the 


long pull? In this class Erie Railroad 
and Southern Railway particularly appeal 
to the imagination and a comparison of 
the two brings out some interesting facts. 
Each is growing rapidly and steadily, the 
price of the common stocks of the com- 
panies are about the same price at pres- 
ent, so that the question of the specu- 
lative investor immediately resolves itself 
into which company’s fortunes can he 
follow to the best advantage. 


Erie’s Growth 


Starting in 1908, when- the road just 
escaped receivership, due to the timely 
assistance of Harriman, Erie has steadily 
improved from what might have been 
called a hopeless condition to an excel- 
lent transportation system. Vast im- 
provements have been made in equip- 
ment, grades, roadbed and_ terminals. 
Double trackage was increased from 701 
miles in 1901 to over 1,243 miles at the 
present time and about 124 miles of first 


track has been added in the same period. 
These betterments and improvements 
have resulted directly in an increase in 
earning power per car, an increase in 
the train-load and a correspondingly 
large growth in the capacity to handle 
business. To bring Erie to present ex- 
cellent physical condition the manage- 
ment has expended about $105,000,000 
from 1901 to date, taking a large part 
of this sum out of its earnings! 

Gross earnings increased from $39,102,- 
302 in 1901 to $66,436,720 in 1915 and 
ten months’ gross earnings for 1916 were 
$62,176,833, as against $54,053,542 for a 
corresponding period in 1915. Net earn- 
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ings for the current fiscal year are not 
as good.as last year, however. In 1915- 
16 12.56% was earned on the Ist pfd., 
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15.63% on the 2d pfd., and 3.08% on 
the common, while estimated earnings for 
the fiscal year of 1916-17 (as based upon 
actual earnings for four months) are run- 
ning at the rate of 9.23%, 14.35% and 
1.41% on the Ist pfd., 2d pfd. and com- 
mon, respectively. It can be seen by these 
figures that while gross earnings have 
increased during the present fiscal year, 
net earnings showed a sharp decline. The 
reason for this is obvious. Expenses due 
primarily to high cost of materials, labor 
troubles, congestion of freight and em- 
bargoes, have increased by leaps and 
bounds, so that much less of the gross 
found its way into net earnings. 

It would seem, therefore, that Erie’s 
earnings have reached their peak for the 


up its organization will have its favora- 
ble effect in the long run, but it will be 
a long time before the road comes up 
to the expectations of many of its stock- 
holders. 

On the other hand Southern Railway 
presents a different picture. When the 
war started in 1914 the South was in a 
bad way, owing to the immediate cutting 
off of the European market for cotton. 
The North, while temporarily affected, 
soon recovered under the impetus of war 
demands, but the South did not begin to 
recuperate until the early part of 1915. 
The improvement of the South was due 
primarily to the short cotton crop and the 
resultant high price for the commodity. 
Then, too, the Southern merchants real- 








TABLE I 
COMPARISON OF EARNINGS OF TWO ROADS 
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Erie 2d pfd. Erie common 
mS % ~ = 








‘’ t 
Net Divs. 
Income Paid 
$4,509,692 


Gross 
Op. Revenue 
seus. «+» - $62,176,833 


$2,199,226 .......... 
$1,194,113 4,261,629 $1,915,696 


+10 months. * Estimated. ¢ Deficit. 
Southern Ry. 


% % 
Earned Paid 


Southern Ry. Pfd. 
> eee 


———- t ’y gia ‘ 


% 
Paid 


% 
Earned 


*1.41 
3.08 


"3.67 
“1.70 
2.24 


Divs. % % Divs. 
Paid Earned Paid Paid 


12.70 1.52 


Southern Ry. Common 
- 2 








Ps ~~. 
Net income 


Gross op, rev. 
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‘present. The large gross earnings can be 
attributed to the abnormal conditions 
brought about by the war and as this 
business seems to be on the down grade 
Erie’s net may show a large falling off. 
In the period of depression that may fol- 
low the war all the unfavorable factors 
in the present situation, such as high 
labor costs and high prices for materials, 
may remain while business will no doubt 
decrease. 

Under the circumstances a none too 
optimistic view can be taken for the im- 
mediate future. It is true that the com- 
pany’s commendable policy of building 


ized the danger of the lack of diversifi- 
cation of their industries and took imme- 
diate steps to branch out in different 
fields of activity. As a result that section 
of the country began to share in the gen- 
eral prosperity that befell the North. 
The remarkable business revival was, 
of course, reflected in the railroads. Large 
increases in tonnage were noted at the 
end of 1915 and even greater strides for- 
ward were made in the following year. 


Southern Railway 


In Southern Railway the turn for the 
better in business conditions is especially - 
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noticeable. The road is a simon-pure 
Southern one, its system operating and 
controlling over 7,000 miles of lines in 
that section of the country. It serves 
practically all of the principal cities of 
importance and runs through a normally 
prosperous and growing territory. The 
road, under a thoroughly efficient and 
conscientious management, has steadily 
expanded its tonnage and increased its 
train-load until its operating condition is 
in a highly satisfactory state. Gross earn- 
ings grew steadily from $52,941,717 in 
1908 to $70,750,997 in 1914, the best year 
prior to the war, and although gross 
earnings in 1916 did not quite equal those 


fair to substantially increase its earning 
power and when it is taken into consid- 
eration that the South is more or less 
in the process of development, the out- 
look for the road is particularly bright. 
It is not likely that the South will be 
so adversely affected by a period of gen- 
eral depression that may follow the war 
as the other sections of the country that 
base their present prosperity almost sole- 
ly on war conditions, but we must not 
be misled into believing that the South- 
ern Railway will not feel the effects of 
a sudden stoppage of this war business. 
The accompanying classification of 
freight tonnage shows that a large per- 








ERIE’S AND SOUTHERN’S PRICE RANGE FOR 6 YEARS 
TABLE II. 
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of 1914, net earnings increased from $4,- 
839,706 to $9,333,899. Earnings for 
1916-17 are running better than ever be- 
fore, an annual rate of 16.58% is being 
shown on the pfd. (as based upon actual 
reports for fours months), as compared 
with 15.56% for the previous year and 
5.79% is estimated for the common 
stock, as against 5.28% for the corre- 
sponding period. It is interesting to note 
that in 1913 when 5% dividends were 
paid on the preferred stock only 11.80% 
was earned, so that, based upon the pres- 
ent earnings and those of the past year, 
it would*seem that the directors would 
be amply justified in putting this issue 
back on a dividend basis. The manage- 
ment is very conservative, however, and 
is pursuing the commendable policy of 
building up the road’s credit and creat- 
ing a large reserve. 


The Future 


It is only a matter of time, in my opin- 
ion, before Southern Railway works it- 
self into a class with some of our high 
grade railroads, and that period is not 
so remote as many believe. The prop- 
erty, even under normal conditions, bids 


centage of the road’s business is derived 
from manufacturing industries. 











CLASSIFICATION OF FREIGHT TONNAGE 
(1916) 


Products of Agriculture 
Animals 


” 16 90% 
° _ Manufactures and Miscel. 29.43% 





Although it is conceded that the 
manufacturing business, to a certain 
extent, will fall off, this may be 
quickly corrected by a wave of pros- 
perity that may overtake the South if 
a favorable cotton situation should de- 
velop. When the large European mar- 
kets are thrown open the demand for 
the commodity will be larger than ever 
and this would portend continued high 
prices, with a larger production. Under 
these circumstances the prosperity of 
those directly concerned will be spread 
over the entire section of the country and 
the result would of a necessity affect the 
Southern Railway favorably. These are 
immediate considerations. 

The most important factor to be taken 
into consideration in determining the fu- 
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ture of a railroad is the stage of develop- 
ment of the region through which it runs. 
A railroad usually grows up with the 
country and as the South may still be said 
to be at the beginning of a great growth 
in manufacturing, agriculture and min- 
ing; there can be no reasonable doubt 
that its railroads will share in its devel- 
opment and expansion. 
A Comparison 

After this brief summary of the salient 
features concerning these two systems 
we are better able to define their rela- 
tive worth. A glance at Table I reveals 
some very illuminating facts. In the first 
place the net earnings of the Southern 
Railway have grown steadily and con- 
sistently, with only one material setback, 
in 1915, until they are now the best in 
the company’s history. It is also inter- 
esting to note that as soon as the South 
shook itself free from the period of de- 
pression that immediately followed the 
declaration of war the earnings of the 
Southern Railway took a big jump, show- 
ing that any prosperity enjoyed by this 
section of the country is immediately re- 
flected in the business of this company. 
The earnings of the Erie Railroad, on the 
other hand, present a more varied ap- 
pearance. Earnings for this road reached 
their peak during the height of the war 
business in 1915. These facts would tend 
to =— that the growth of Southern 
Railway will be more steadily accom- 
plished under normal conditions than a 
road that depends more or less on spe- 
cial impetus to do a large business. 


Capitalization and Gross Earnings 


Secondly, it must be borne in mind 
that the capitalization per mile of Erie is 
much larger than that of the Southern 
Railway, the capitalization of the former 
being $140,891, as compared with only 
$99,049 on the latter in 1915. It is true, 
of course, that the net income per mile 
of Erie has been correspondingly larger, 
especially in 1915, but if the growth of 
Southern continues at the present rate it 
will not be long before it outstrips Erie 
in this direction. The tendency in any 
road’s financing toward an increase or a 
decrease in the proportion of bonds, as 
compared with the stock, is an especially 
important one, since the earnings of a 


road must benefit the stock in direct pro- 
portion to the capitalization. In other 
words, if a large number of bonds are 
being continually added to the capitaliza- 
tion, they must necessarily come ahead 
of the stock and reduce the chances of 
the stock sharing in the large earnings. 
The different between Erie and Southern 
is more marked in this direction than in 
nearly any other. Erie, because of its 
extensive construction campaign, has 
floated a large number of issues to facili- 
tate the handling of its business, and al- 
though Southern has made extensive im- 
provements also, it has been forced to 
take a larger part of its funds from 
earnings (due to a certain extent to the 
restrictions against an issuance of more 
securities named in some of its bonds). 
Lastly the gross earnings and their 
growth are a true indicator of a com- 
pany’s future. While it cannot be said 
that Erie has not shown a steady ex- 
pansion in this direction the gross income 
of Southern has been comparatively more 
regular and it would seem that it will 
continue to be so, owing to the nature of 
the territory traversed. Erie in the North 
is dependent on fixed conditions of the 
country, while Southern, as has been 
pointed out above, is in a growing ter- 
ritory and has more room for expansion. 


Conclusion 


Summing up the situation we find that 
both roads have great possibilities for 
the long pull, but the question that we 
have endeavored to answer is which has 
the greatest possibilities in any given 
length of time. It is all-important for 
the speculative investor to determine this, 
since the common stocks of both com- 
panies are selling at approximately the 
same price and it is just as easy to pur- 
chase one or the other or switch from 
one to the other. When it is taken into 
consideration that Southern Railway is in 
a growing territory, in a section of the 
country that is not likely to feel a period 
of depression after the war in proportion 
to the North and West, and that in- 
creased gross earnings are likely to bene- 
fit the stocks of this company more, ow- 
ing to a smaller capitalization, than Erie, 
I believe that there is a better chance for 
enhancement of value of the Southern 
Railway in a given period of time. 











The Locomotive Companies 


More Orders Received for Locomotives in First Four Months 
Than Ever Before in Similar Period—1917 Business 
Assured—Strong Financial Condition 





By FRED L. KURR 





F the three largest locontotive com- 
panies located in the United States, 
two, Baldwin and American, went 

into the munition business so heavily that 
they were classed among the most promi- 
nent of the war stocks. 

The general public has, therefore, been 
rather inclined to the opinion that the 
big business of these companies will be 
dead after the war. The fact has been 
lost sight of that never before in the 
history of the United States has there 
been such large orders placed for loco- 
motives. The locomotive companies did 


motive has $10,000,000 orders which 
represents about a year’s output. 

It would appear, therefore, that none 
of these companies have much to fear in 
the way of dull business for the next 
twelve months at any rate. Locomotives 
are not built in a day and once a locomo- 
tive is started the order for it cannot be 
cancelled. A very large percentage of 
the locomotive orders on the books of 
a company may be regarded as fixed. 

The war has, of course, been respons- 
ible to an extent for the big demand for 
locomotives as is the case with almost 

















Plant of Lima Loeomotive Co. at Lima, Ohio. 


not need to touch any business outside of 
their legitimate line to have had a very 
profitable year in 1916. 

Last month, for example, more orders 
were placed for locomotives than ever 
before in the history of this country. 
\pproximately 800 were ordered and of 
these 475 were foreign orders. Up to the 
middle of January contracts for about 
250 locomotives were placed. This flood 
of orders has naturally put the locomotive 
companies on a capacity basis. The 
\merican company has capacity orders 
on its books up to the end of August 
and two thirds of its capacity is taken 
up for the balance of the year. Baldwin 
is filled up'to September 1. Lima Loco- 


every line of business. Before the war 
foreign orders for this sort of equipment 
were few and far between and the foreign 
demand will probably terminate with the 
war. The regular domestic business, 
however, has also been brisk, although 
the railroads here have by no means 
over-stocked themselves with equipment. 
It has been a perfectly natural demand. 
For several years past the roads practiced 
unusual economy in equipment and much 
fewer locomotives were purchased than 
normal requirements would call for. 
It is an interesting fact and one that is 
not generally known that there have 
been more locomotives scrapped in the 
past five years than have been built. 
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American Locomotive 


This company made rather remarkable 
profits from its munition orders and 
these, combined with large profits from 
its regular locomotive business, enabled 
the company to earn $36 a share on the 
common stock, after depreciation, for 
the year ended June 30, 1916. These 
earnings were from a gross business of 
$59,316,016. From orders on hand at the 
close of the last fiscal year and orders 
taken since, it is probable that the com- 
pany’s gross business for the present fis- 
cal year will be considerably higher, per- 
haps as high as $80,000,000. 

It is reasonable to suppose that profits 
for the year ended June 30, 1917, should 
be as great as the preceding year, so that 


Baldwin Locomotive 


Baldwin Locomotive has been a dis- 
tinct disappointment as a war stock, but 
as a manufacturer of locomotives the 
company has always ranked very high. 
Ridiculous estimates were made when 
Baldwin got its war orders as to the 
profits that would be derived therefrom. 
Baldwin will benefit frem its war orders, 
but nothing like as much as was first 
hoped. 

’ On completion of the munition work 
at Eddystone the plants there, which be- 
long to the Baldwin company, will be 
available for the manufacture of loco- 
motives. Under the arrangements made 
with the Eddystone Ammunition Co. 
and the Remington Arms Co. of Dela- 








HIGH AND LOW PRICES OF STOCKS 


American 
Common 


Baldwin Locomotive 
Common Preferred 
High Low High Low 
118% 52 110 98% 
154% 26% 114 
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in two years’ time the company will have 
earned profits not so very far away from 
the present market price of the stock. 
Yet only 5 per cent. will have been paid 
out. 

The question naturally arises as to 
what the company will do with all this 
accumulated cash. Of course a certain 
portion of it will go to strengthen work- 
ing capital. There has also been some 
talk of building a plant west of the Ohio 
River, as no locomotive works whatever 
exist west of Ohio at the present time. 
It is estimated, however, that this plant 
could be build out of cash on hand and 
still leave a balance sufficient to pay a 
$20, or $25 extra dividend. 

New blood has recently been instilled 
into the management and it is believed 
that a big effort will be made to get 
costs down and the plants modernized 
in every way. Certainly this company 
has never before been in such strong 
financial shape and with so much busi- 
ness on its books as at the present time. 


ware, which leased the plants, the plants 
will cost Baldwin nothing and will repre- 
sent its profits from the munition con- 
tracts. 

For the year ended Dec. 31, 1915, 
Baldwin earned 7.14 per cent. on its com- 
mon stock. The management has an- 
nounced that for 1916 the output of 
locomotives was 1,989. This was more 
than in 1915 and as they averaged some- 
what larger and prices were higher, gross 
sales will probably be the largest in the 
history of the company. The prospect 
is therefore, that more was earned on 
the stock than in 1915. 

None of the 1915 or 1916 earnings 
were paid out in dividends on the com- 
mon stock, and as a result Baldwin is 
in stronger financial condition than ever. 
There never was any justification for the 
high prices to which the stock pushed 
when the boom in war stocks was at its 
height. -(See accompanying table.) It 
is now, however, selling at a level which 
the earning power of the company in the 
past would appear to pretty well justify. 
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Lima Locomotive 


This is the only important American 
locomotive company that did not dabble 
with war business. The business of Lima 
was originally established in 1872 and its 
locomotives are to be found on the prin- 
cipal railroads of the United States. 
Last March the company was put 
through a reorganization which elimi- 
nated a floating debt of approximately 
$2,000,000. With capacity orders on its 
books and a management that is highly 
regarded in equipment circles, this new 
company would appear to have made an 
auspicious start. Some of the recent 
orders taken are as follows: 115 Mika- 
dos for the New York Central; ten Mal- 
let for the Western Maryland; 25 Mika- 
dos for the Pennsylvania; 14 Mikados 
for the Southern Railway and 10 large 
locomotives for the Union Pacific. 


CAPITALIZATION OF LOCOMOTIVE COs. 
Amencan (_] BaldwinES Lima a 


Millions of Dollars 
3 a 


Common Preferred Bonds 


In considering the present position of 
the locomotive stocks there are several 


factors of importance. The most im- 
portant, perhaps, is the outlook over the 
next few years. As has been brought out 
in this article there is not much to worry 
about in regard to locomotive business 
over the next twelve months. The ques- 
tion is whether there will then be a sud- 
den drop in demand that will cause stag- 


nation in the industry. Some of the best 
informed people in the equipment busi- 
ness are of the opinion that while the 
demand may be considerably lessened it 
will still be sufficient to supply the loco- 
motive companies with enough business 
for profitable operation. 
Future Equipment Needs 


The basis for this opinion is that be- 
cause of the high cost of material and 
the resultant increase in the price of loco- 
motives, the railroads have not done 
much more than supply their pressing 
necessities. Moreover, the railroads 
have been prosperous, have conserved 
their resources and will be in a position 
to purchase equipment as they need it. 

Another point to consider is the pres- 
ent financial position of the various com- 
panies. This explains why American 
Locomotive is selling so much higher 
than the prices it sold at in the years 
preceding the war, whereas Baldwin is 
not far from prices reached in 1913 and 
1914. American Locomotive (76) has 
been so successful in the munitions busi- 
ness that it is estimated it will have 
close to $17,000,000 cash on hand June 
30, 1917, as against a normal cash bal- 
ance before the war of $2,000,000 or 
$3,000,000. Baldwin, (55) on the other 
hand has been unable to make any start- 
ling profits from its war business. Lima 
Locomotive (56) did not take any war 
orders. It has just gone through a 
drastic reorganization which put it in 
excellent financial shape, so that it can 
handle its present capacity orders to ad- 
vantage. é 

On the whole, these locomotive com- 
panies can be regarded as in a much 
stronger position than many other corpo- 
rations which have to fear the most 
drastic kind of competition at home and 
abroad, once the war is over. It looks 
as though there will be enough loco- 
motive business to go around for some 
time to come. One would hesitate to 
make this statement about many other 
lines of business. 








BANK CLEARINGS IN 1916 
The total of clearings at New York for 1916 at $159,580,648,590 is by a 
very large amount a new high record, exhibiting a gain of 44.4% over the 1915 


aggregate, an au 


entation of 92.3% over 1914 and an increase of 52.4% over 


1906, the year when dealings on the Stock Exchange reached a level far above 


that of the present day. 

















Profits in Coffee ? 


Will There Be a “Peace Boom’ 


’ in This Commodity? — One 


of the Few Staples That Have Not Gone Up—lIts 
Statistical Position and Outlook 





By L. R. 


BEECH 





OFFEE is practically the only specu- 
lative commodity upon which the 
speculative appetite has not been 

surfeited since the war began. Its posi- 
tion is unique. The futures market has 
gone through a long siege of dullness 
and liquidation. It is as ‘thoroughly 
cleaned of speculative accounts as it is 
possible for a market to be. It is 
ready to respond to the impulse of 
buying. Here, then, is a_ situation 
which should claim the attention of the 


merchants were the Germans and the 
most important foreign coffee market up 
until the war started was Hamburg, Ger- 
many. The only other important coffee 
exchange in Europe is at Havre, but that 
has also been closed since the bourses of 
France were thrown into panic by the 
war clouds. Now the Coffee Exchange 
of the city of New York is the only 
futures market where world forces of 
supply and demand may be reflected in 
the price of the commodity. 





Coffee Plantation in Sao Paulo, Brazil 


alert investor. What can it denote if 
coffee has been the one inanimate market 
during this great period of rising prices, 
and feverish activity in all other com- 
modities and stocks? Precedent shows 
that it is the dull liquidated market 
whether in stocks or commodities that 
affords the big opportunity. 

Coffee today is the cheapest commodity 
in the world when compared with prices 
before the war. The accompanying table 
shows some of those comparisons. 

The war cut off the greatest centers of 
coffee consumption in Europe, Germany 
and Austria. The world’s largest coffee 


Brazil is the great coffee producing 
country and the size of the Brazilian 
crop is the dominating factor in th 








Dec. 31, May 1, 
1914 

$0.95 
1420 
13 

13.25 
0304 
24% 
09% 


July 1, 
1914 
$0.79% 


Pig Iron..... 
Raw Sugar... 
Wool 

COFFEE .... 


0527 
9 








making of prices. The Brazilian crop 
this year is not going to turn out as much 
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as has been expected. Average receipts 
at the Brazilian ports for the most recent 
week, ending January 6, were 36,000 
bags against-a daily average of 46,285 
last year and 47,858 for the same week 
two years ago. Total receipts at the 
Brazilian ports for the season have been 
9,264,000 bags as compared with 10,- 
923,000 bags last year. The stock in the 
United States is not abnormally large, 
being—including the afloat—2,704,115 
bags against 2,147,839 last year. The 
general good times have made domestic 
consumption large and it is increasing. 


Some Big Markets 


One has to go back but a few years 
to recall scenes of the greatest activity 
on the Coffee Exchange. The last two 
years or so have been the exception, 
rather than the rule and the coffee mar- 
ket should not be judged by them. The 
reason for the falling off of speculative 
interest can be traced back to the no- 
torious valorization sales of 1911. The 


blow which was dealt the coffee trade of 
this country at that time was one from 


which it is only now recovering. A num- 
ber of roasters were brought to the brink 
of bankruptcy. The trade was de- 
moralized by the swift decline in prices. 
The public, which had been an active 
participant in the bull movement, lost so 
heavily in the declining market that it 
was literally swept out of it. 

In 1901, 1902, 1903 there occurred a 
period of tremendous activity on the cof- 
fee exchange. The year 1904 was the 
most active year ever witnessed in coffee. 
During that year 25,487,500 bags were 
traded in. Coffee sold at the lowest price 
recorded since the establishment of the 
Exchange in 1903, when future contracts 
dropped to the ridiculous level of 234 
cents a pound. In the succeeding 12 
months they had a perpendicular rise of 
over 6 cents. The next extremely ac- 
tive market in coffee occurred in 1906 
and 1907. Prices were kept on an even 
keel, however, and there was not an- 
other big swing until 1909 when the most 
recent bull market started. That move- 
ment continued through 1910 and 1911, 
being halted as before stated by the 
valorization sales. The market in the 
following two years was an extremely 


active one and brimful of excitement. 

No review of the recent course of the 
coffee market would be complete without 
including the story of valorization. This 
scheme was put into effect to stave off 
the impending break in prices in 1906-07, 
about to result from the raising of the 
huge crop of that season. The total pro- 
duction of Rio and Santos coffee in the 
period mentioned was 19,654,000 bags 
which far exceeded that of any previous 
season. This crop represented more cof- 
fee than the whole world had produced 
in but two other years. It was almost 


COFFEE IN N.Y. 


1911 }18i2 


twice the size of the normal Brazilian 
crop up to that time. 

Disaster faced the planter, for that 
matter the whole of Brazil. It was plain 
that nobody would buy coffee except at 
ruinously low prices because it was 
recognized that the weight of such. an 
enormous crop would force prices under 
the cost of production unless the govern- 
ment took some measure to support the 
market. 

An International syndicate came to the 
rescue. It loaned the Sao Paulo govern- 
ment the money with which to buy 
up the surplus coffee and take it off the 
market. The government purchased 9,- 
000,000 bags of coffee which was used 
as collateral for the loan. The coffee was 
shipped to various warehouses in Europe 
and the United States, there to be held 
and sold from time to time. 

To facilitate the sale of this valorized 
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coffee the greatest bull campaign ever 
launched in coffee was opened the latter 
part of 1909. Starting at around 4 cents 
futures advanced, with minor interrup- 
tions, to the highest levels in over 15 
years, crossing the 15 cent mark in Sep- 
tember, 1911. Then it was that the 
United States Government threatened to 
step in and order the valorized coffee 
held in this country sold. The valoriza- 
tion interests hastened to unload without 
awaiting a court order. The props were 
knocked from under the bull market, 
and although certain interests who were 
- deeply involved made valiant attempts to 
save the day, they could not stem the 
tide. Coffee started on a decline which 
did not culminate until prices were back 
where they started. 


years. The manufacturers of coffee sub- 
stitutes meanwhile had been spending 
millions of dollars in propaganda and ad- 
vertising, in itself a sufficient evidence of 
the success of their efforts. For a time 
they made big inroads into the profits 
of the coffee roasters, but the latter are 
now wide awake and are training their 
guns with more effect. 

Some of them are very much over- 
wrought, as is apparent in the following 
extracts from the letter of a prominent 
South American firm of growers and 
roasters, recently sent out to their 
clients. This is a “call to arms” with a 
vengeance. 

“A subject of such transcendental im- 


portance to the life of the roasting business 
should be given prominence in the Asso- 


__—_S 
STATISTICAL POSITION OF COFFEE 


CROPS 


1909-10 1910-11 


11,405,000 


11,276,476 


1911-12 

14,524,000 17,409,000 
2,438,000 2,497,000 
8,110,000 9,994,000 


ARRIVALS OF 


6,364,952 6,575,476 
8,950,539 10,040,981 


1913-14 1914-15 1915-16 
19,612,000 
2,961,000 


10,855,000 


1912-13 
16,373,000 
2,894,000 
8,564,000 

COFFEE 
8,174,130 


9,916,268 


6,339,871 9,937,924 


10,245,595 


7,351,826 


12,491,174 10,154,393 





d 
17,850,408 


Europe 


15,315,491 16,616,475 16,585,466 


19,843,000 18,090,398 19,192,317 


DELIVERIES OF COFFEE 


7,287,400 — 7,015,321 


United States..... 
10,811,074 


6,762,764 6,675,808 
10,492,532 10,712,193 10,144,806 


8,834,460 


7,545,482 
11,050,000 


11,027,557 


8,010,470 
13,368,176 





18,098,474 


17,507,853 17,474,957 16,820,614 


18,573,039 21,378,646 19,884,460 


WORLD'S VISIBLE SUPPLY ON Ist OF JULY AND JANUARY 


1910 1911 1912 


16,669,273 14,165,640 13,578,942 13,419,037 
13,719,530 11,070,422 11,048,311 10,285,316 11,302,194 


1916 
7,523,203 
10,312,254 


1915 
9,988,695 
7,523,203 


1914 
13,687,583 


1913 








The Fight Against Substitutes 


In 1911 the National Coffee Roasters’ 
Association (N. C. R. A.) was formed 
to offset the effect of the valorization 
scheme. The main object of this as- 
sociation was to fight the forces of the 
coffee substitute manufacturers which 
had developed into formidable opponents 
while the coffee trade “slept at the 
switch.” The roasters had become in- 
dolent, basking in the glare of the big 
markets and large profits of the preceding 


Giation and deserves to succeed. - Produc- 
ing countries ought to be made to realize 
tle steady inroads of the sale of sub- 
stitutes. Every advertisement appearing 
in the newspapers of this country libeling 
coffee and offering some hellish substituting 
concoction, ought to be brought to the 
direct attention of the Brazilian Govern- 
ment, and every step taken to enlist in this 
work of co-operation of the Brazilian 
Ambassador in Washington and of each 
and every Brazilian Consul in the United 
States. 

“We, who have been drinking coffee 
since first seeing light and who know that 
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coffee has been beneficial to us, are im- 
mune against such slanders, but it will 
not be so with the coming generation. In 
our younger days, we form our ideas and 
prejudices from what we read; reiteration 
burns into our brain in those impression- 
able years. The French cynic who said ‘Lie, 
lie unblushingly; something sticks,’ knew 
whereof he spoke. Truth does not always 
prevail quickly. Remember Othello and 
Desdemona. 

“The life of the coffee business in the 
United States is threatened to some extent 
and it behooves every one of us affiliated 
with it, to do our share to enthrone coffee 
on its rightful pedestal. 

“Prohibition spreads, coffee routs 
‘Booze’ everywhere and efficiency and real 
preparedness are on the way.” 


Bullish Arguments on Coffee 


This brings us to the consideration of 
one of the unquestionably bullish argu- 
ments on coffee. Coffee consumption is 
surely and steadily gaining where alco- 
holic beverages are just as surely and 
steadily losing ground. 

The Distillers Securities shareholder 
may ponder this thought. If by any 
chance the disheatening decline in his 
stock has driven him to drink, in the for- 
lorn hope that he may help restore its 
market stability, he may be persuaded to 
transfer his affections to coffee. By so 
doing he will undoubtedly better his 
physical condition and very likely his fi- 
nancial condition. 

But there is more than sentiment to 
this argument about coffee displacing 
alcohol. The Russians, who have been 
denied Vodka, are fast developing into 
coffee drinkers. The Russian soldiers 
are being provided with it in unstinted 
quantities. No matter how harshly the 
Russian soldier is treated, he is well fed 
and well clothed. That much can be said 
for the despotic government of the 
Czar. It recognizes that no amount of 
lashing will make a poorly nourished man 
fight well. 

When the possibilities of coffee con- 
sumption in Russia are coldly analyzed, 
they suggest some very big figures. With 
a per capita consumption equal to that of 
the United States, Russia would need 
over 17,000,000 bags a year, nearly as 
much as the rest of the world. Rus- 
sia now has over 8,000,000 soldiers 
alone who are being taught to make cof- 


fee take the place of Vodka. These men 
will return to their homes with a taste 
for coffee which they will want to satisfy, 
more particularly if the government car- 
ries out its avowed intention of ridding 
the nation of the curse of Vodka forever. 
It is now claimed that the English in the 
trenches are renouncing their favorite 
tea for coffee. 

Of course the bulls can make all sorts 
of dreamlike deductions from such argu- 
ments. Even if their dreams become 
réalities, it will not be in this generation. 
But the point to remember is that once 
speculative enthusiasm for coffee is 
aroused, these arguments will all serve 
to kindle the fire of imagination in the 
minds of buyers. 

Daniel Sully, the famous cotton 
operator, used to figure up how much 
more cotton would be consumed if all 
Chinamen adopted shirts of one yard 
extra length. A man of Sully’s genius 
might have started the greatest bull 
movement ever seen in coffee if he had 
had the present Russian situation to base 
it on. 


An Ingenious Argument 


We are going to add for what it is 
worth one of the most ingenious argu- 
ments which we have seen in favor of 
advancing coffee prices after the war. 
It may be that the outsider is not bullish 
on coffee because he has not thought 
anything about it, but there are people in 
the trade who are so bullish that they 
“can’t see straight.” 


The following is an extract from the 
market letter of one of the best known 
coffee specialists on Beaver Street. He 
says: 


“But what about the buying power of 
Europe if she goes bankrupt? Even then 
it seems to me that coffee will enjoy a 
rivileged and quasi unique position. 

hatever will happen, the necessity to 
live will predominate over every other 
consideration and whatever means of ex- 
changes European Governments will have 
left at their disposal, they will have to use 
them in order to keep starvation from their 
doors and to maintain the earning capacity 
of their population. At such a time when 
all food stuffs are scarce, and at famine 
prices, the world will have to revert more 
than ever before to coffee, as coffee alone 
has remained cheap, and really seems to 
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have been provided by Providence at times 
of dire distress, as king of supreme re- 
source.” 


A Strong Statistical Position 


With all commodities, the statistical 
position is a matter of the first impor- 
tance. Coffee’s statistical position as 
shown comparatively in the accompany- 
ing table, is strong. This the reader 
may judge for himself. 

The visible supply is necessarily esti- 
mated because no one knows how much 
coffee remains in Germany and the rest 
of Central Europe. However, there is 
little room for doubt that the visible sup- 
plies have been depleted to almost the 
vanishing point and that the invisible 
supplies also have been reduced to almost 
nothing. Normally Havre, Hamburg, 
Trieste, Antwerp and Copenhagen carry 
large stocks of coffee. The stocks at 
these ports today are nil. 

Yearly purchases of coffee by the Cen- 
tral Powers before the war were about 
as follows :— 


Austria-Hungary 
Belgium 

Turkey 

The Balkan States 


625,000 bags. 
200,000 bags. 
125,000 bags. 





How far this demand will carry prices 
after the war is a matter of conjecture, 
but it is certain to be an influence of the 
utmost importance on the bull side of 
coffee. 


Is Coffee Safe to Buy Regardless of 
Peace? 


If peace is not declared in Europe this 
year, where will the man who buys coffee 
now get off? The only fly in the oint- 
ment is the uncertainty of the size of the 
next crop. The crop year begins July 
1, and if this crop. is large, then the 
growers will doubtless press their pro- 
duce for sale. The question may be 
asked if it is safe to buy coffee now on 
that contingency. It is not safe to pur- 
chase any speculative commodity. All 
commodities are more or less speculative 
if the price is not unreasonably below the 


cost of production. The buyer of coffee, 
however, now has these factors in his 
favor regardless of early peace. 

1. The New York market is above 
normal parity with Brazil, because of the 
high freight rates. If the war continues, 
freight rates wil! no doubt remain high 
and the chances favor further advances, 
if anything. Every advance must 
necessarily be reflected in a higher price 
for coffee contracts in this market, as 
they call for delivery at a New York 
warehouse. 

2. Serious consideration is being given 
in Washington to a proposal to place an 
import duty on coffee. Such a measure 
has at other times met with overwhelm- 
ing opposition, but the conditions now 
greatly favor it. This is because the 
necessity for raising revenues to meet the 
National deficit is confronting the Treas- 
ury Department. It is rumored that a 
duty of % a cent to 5 cents a pound is 
contemplated. As imports of coffee into 
this country amount to about 8,000,000 
bags annually a duty on that commodity 
would be one of the quickest revenue 
producers Congress could command. 


With Early Peace Advance in Coffee 
Probable 


It would seem that even with unex- 
pectedly bearish developments coffee is 
not likely to decline much below a cent 
a pound in the next 4 or 5 months. 

On the other hand, buying now base: 
on definite prospects of peace, might 
easily carry it up, while the actual con- 
summation of peace would, it is believed 
in the most conservative quarters, put 
coffee 4 cents or 5 cents above its present 
level; that is, assuming that peace comes 
within the next 4 or 5 months. Even at 
15 cents coffee would not be at a recor«|" 
breaking level. That height was reache«! 
and exceeded in several previous bul! 
markets. In the early nineties, coffe: 
was established above the 17 cents level 
The highest price at which it ever soli 
was about 21% cents in 1888. 

To sum up, coffee futures around ° 
cents a pound appear to have decidedl) 
attractive speculative possibilities, espe- 
cially if peace prospects brighten. 











*uotjezruesi0ay j 4 : ‘ £'9-— Ze's 
“‘Burured sBuruiey f Sor . , ‘ z3'9 
‘9:01 SspueplAKy j . F / $3°8 
“Sanjsodoid [Bod ul sjasse aqenyea , 
20 ‘jesjua Aassaf jo sBuIpjoy aqenje, v's 


69'v 
oor 


+eeeeeomoo oye ‘op 
teseeeees Dad pavoqeas 
“moo "H 2H ‘N'A ‘N 
**oS$ sed ‘woo Surpesy 
(OS$ sed) "mo? "MPT 
***og$ sed ‘woo ‘euueg 
OS$ sed “wos "eA YsI4eT 
“wos [net 3S “TA “MD 
‘mo? “T IS B'D “D “SHId 
**mos ONO F ss0wneg 
WO "JS9MqVION BF “tqD 
om “T “S onUEYy 
_ Bospny ® aseMejo] 

*pyd usouyoN 315) 

‘ulod WyHeg “qVoNn 
r**m@oo jes3UID “IIT 
‘woo oyveg uoTUy 
**pyd use Mm 35 Bi ie) 
**mtod JesyUeD “A “Ne 
**moo oyDeg UEIpeuRy 
*****m0o ByHeg “qos 
teeeeees “MOD UOSIqIIY 
*"m0d “Nog Ay) s¥sury 
see epad a," Ss sinoy IS 
**mOd UI3IS9Y B }IOW 
"WOd ]IAYSEN ® ‘sinoy] 
“WOd SHId P “Qooy “png 
“****m09 OQ ® ‘SeqD 
“‘W0d "S'S BF ‘d 3S “UUW 
rere DE “kU ws1aqINoG 
*pyd ist Wy 

***pyd ussynog F ‘10D 


” 
272 
oo 


ae 
vT 


‘aBeuu0} pyB1e13 aBse, Burzery 

‘s2]80 1 “poos sBurusey 

“sBuiuses piosay 

‘tq 4q ‘s3U0DQ «°%G PA0Ge s1BYs ‘WiLd pu “pPJg 
“soueurejurem AAvoy Aq peonpel jan 


72 00 

RTe 
= 
” 

wen i) 


SSAAAAAHHHHNS SO CS 


ms 


eed 
OATOAK 
an 


NK aaMA 


a 


coal 


‘ures Moys sBurusey 

"Aavoy oes 

"‘SUOISUS}X9 “UBD pus ‘GO PY ‘gq “SD ul Aimbe aZ1e7 
‘you pue ss0l3 Ut UTES) 
*hs0j2e5s13e8 AIA ssouisng 
‘syoedsoid uojeut ‘s8utuses ps0s9y 
‘sB[NZI111 spuasptaicg 

‘sBuluivs pi0s9y 

*x8} JEM UBIpeUe) 

“poos surmise 

“‘Buryessq piooas sBurusey 

*poos s3urusey 


“NO 
oe 
- 


itmooen 
on 
“ 


SSsssusconsuns = OOS 


aoe 


-— 
wr 
H BON 


COWDMNANSOTN 
we 


COR THANN 
4 


omm 
*DWMRONMYTOWM 


ISNAANANSC THN 


aoe 
BNNOOS 
Am wo 


a 
— 


— 


:CCnano 
- UNO 


a | 


mo oONM 
CHRAGTADWO 


— 

= 
on 
Oo 


SNON SEMANA KRIS 


NEAAHK ANNI 


r 
So 
HKBUCGHSCANDAAMIMM 
a 
[Coss SMMNOCOMSSMOMNM 


DWNETNAGCAMMH 
es) 


SM K DNMKRMOWN 


SWIM SSNDMIMANOON 


= 
osaCSS 
wes 


SAMA TACNAANSH 


i 


Ao w 
SrNDMcCHTOCoOM 


*euuag Aq petjosju0 
“@UuY] 3seOD XjUeLYy Aq pajoszu0y 


os 


SACSHNNTN 


— 


= 
os 


” Anow 
Tw T-7T 
an awh 


*s20tid [woo y8Iq wo1y Bunyousg 

‘28g “uep Aq ‘13U0D *% Z DAOQE a10Y8 “UIOD pue “pig 
*‘yUal[aoxe sZuiusey 

‘you UMOP Bund sosusdxy 9°92 

‘SBulusee ploxDy «Wp op 


SS ee 
-maortN 


I 
I 
T 
I 
I s 
t 6 
Ie £ 
I 6 
I £ 
if 
t 
I 
if 
I 
z 


TOKOKnOnMODYS 
“wno-™M-= 


°o 
oo 


Lv'3 
v0°LZ 
HU Wid Oter vI6l 5 al eI6l It6t Ol6t $ a1ey 

3useeig 309603 g———$_$_$__$_—_— “AK 

UO 389K 7 aseyg 49g psuseg sseqjoq en I speoiiey 

sduruiey puapiaiq 


nm 

nm 

vT 

N 

xs 

+t 

” 

POON TORHROSCOOOOSCMOBOKRKRANNMOMMNM FT ooo 


“SBUlUsEs J[qQUITEAS }89}8, WIM peseduI0D MoO] 8! ao11d S}1 asnedeq 9/qe} SIq} BI [Jam dn puTs souewos Aew 
q2038 100d Y ‘yuNoure se [jam se ‘qjm013 put AjIqQeis 0} Mala © GUM ‘pouruexe A[jnyored aq pjnoys Beats se siBdh Salsse00NS Joy SBuluIey |‘ AINO 
91983 9m) GI UoNTsod #3; 4q peBpn{ aq jouUED yOOs E FO SHIVA SYT ‘SIqeN[eA BOW 49038 9G} JepUss 910j919q) PUT ssepPjoyyxI0;s 943 Jo Ajmbe oq} ssBe790) 
Aysodosd 9m) 30 SyUemasosdu U! pejseau! SZulUree soUIs ‘soURUSJUJEM jo sesuadxe AiBUIps0 Woly sTQeqSINZUNsIp 19A920Gm ‘UaAts SBujUIEe UT pepnioUt 
28 S7U9UII97}0q PRE SUONIPpPYy “u2AtT yD0}8 UO *yU99 J0d 94} 0} [eNbe s1e94 94) 303 TIDIATC © Seseorpar Mojeq seinBg ss0jeq (—) USis sna 2q41—QLON 


SBUIUIBY dAIJBIBdUuIO) BUIMOYUS J0}BIIPUy Ules.1eg 





























Railroad and Industrial Digest 


Note.—The Railroad and Industrial 


Digest, contain condensations of the latest news regarding the 
are not to be considered official unless so stated. Neither THE 


Digest, Notes on Public Utilities, Oil Notes and Mining 


companies mentioned. The items 
MAGAZINE OF WALL STREET 


nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Market commitments shoulc not be made without further corroboration.—Editor. 





RAILROADS 





Atlanta, Birmingham & Atlantic.—Hear- 
ings regarding tentative valuations made by 
the Interstate Commerce Commission on 
the first two railroad properties under the 
new physical valuation law are scheduled 
for January 29, and the valuations which 
will then come up for hearing will be those 
of this road and the Texas & Midland. In 
connection with the former will be consid- 
ered the valuations placed upon the Georgia 
Terminal Co. and the Alabama Terminal 
R. R. Co. The State authorities as well as 
the railroads in question and the telegraph 
companies have given notice that they will 
protest the tentative valuations assigned by 
the commission. 


Boston & Maine.—Reports November 
gross of $4,533,916 against $4,210,042 and net 
after taxes of $1,079,946 against $1,062,360. 
For 5 months gross was $24,204,398 against 

1,374,211 and $6,978,382 against $5,991,179. 

or the first 3 weeks of December the gains 
in gross approximated $300,000 or 10%, Pas- 


senger revenues are averaging 25% to 30% 


ahead of those a year ago. In the 5 months 
to December 1 the net income was ,000 
more than for the corresponding 1915 period 
and on the common stock there was shown 
$2,679,000 or 6.78% earned, after all leased 
line rental and preferred dividends. . Receiv- 
ership has been sustained by Federal Court 
ending final determination of questions of 
aw involved. Ruling followed a hearing of 
5 weeks in which minority stockholders had 
opposed a continuance of the temporary 
receivership. 


Chicago, Burlington & Quincy.—Reports 
November gross of $9,886,662 against $9,409,- 
594 and net after taxes of $3,692,937 against 
$4,132,000. For 5 months the respective 
totals were $49,341,774, $43,332,160, and $18,- 
959,764, $16,217,124. { 


Chicago & Northwestern.— Reports No- 
vember gross of $8,802,477 against $8,071,091 
and net after taxes of $2,703,290 against 

613,593. For 5 months gross was $44,- 

309 against $39,246,306 and net after 
taxes $14,278,498 against $11,307,433. 


Chicago, Rock Island & Pacific.—Petition 
of receivers to be authorized to accept a 
compromise settlement with Reid-Moore 
interests was refused by courts on ground 
that stockholders and debenture bondhold- 
ers had not been notified. ¥ 


Colorado & Southern.—Reported Novem- 
ber gross of $901,958 against $822,312 and 
net after taxes of $349, against $309,876. 
For 5 months gross was $4,150,809 against 


$3,679,710 and net after taxes $1,483,042 
against $1,093,633. 


Denver & Rio Grande.—Reports Novem- 
ber gross of $2,411,846 against $2,260,303 
and net after taxes of $992,082 against $932,- 
643. For 5 months gross totaled $11,877,365 
against $11,503,444, net after taxes $4,626,083 
against $4,191,258. 


_ Erie—Directors of Cleveland & Mahon- 
ing Valley Railroad, owning the line run- 
ning from Cleveland to Pennsylvania State 
Line and operated by Erie, have recom- 
mended that the latter road be granted a 
999-year lease, superseding the present lease 
operated until 1982. With the approval of 
proposed lease, Erie will go ahead with 
tentatively outlined plans to eliminate grade 
a in Youngstown, O., at a cost of 
about $5,000,000 and to improve otherwise 
its road between Youngstown and Cleve- 
land so as to lessen the running time be- 
tween those two points. 


Florida East Coast.—Showed a 5 months’ 
S80: to November 30 of $3,186,585 against 
1,907,476 and net after taxes of $1,343,605 
against $295,962. 


International & Great Northern. — Re- 
ported 5 months’ gross to November 30 
of $5,125,372 against $3,924,811 and net after 
taxes of $1,664,242 against $757,049. 


Louisville & Nashville—Reports Novem- 
her gross of $5,933,296 against $5,110,346 in 
1915 and net after taxes of $2,049,626 against 
$1,560,202. The corresponding figures for 
5 months were $27,918,335, $24,110,505, and 
$8,801,795, $7,093,984. 


Minneapolis & St. Louis.—Reports No- 
vember gross of $1,013,533 against $948,150 
in 1915 and net after taxes of $314,484 
against $286,058. For 5 months gross was 
$4,872,187 against $4,550,175 and net after 
taxes $1,461,821 against $1,412,962. 


Missouri, Kansas & Texas.—Reports No- 
vember gross of $3,607,570 against $3,026,338 
and surplus after charges of $114,275 against 
37 oats For 5 months gross amounted to 

17,281,502 against $13,769,931 and surplus 
after charges $926,055 against $514,601. 


_ Missouri Pacific.—For the 5 months end- 
me November 30 earned a surplus of $3,500,- 

, on the reorganized basis of charges, 
which is nearly equivalent to a full year’s 
dividends on the new $76,757,000 convertible 
preferred stock to be issued under the plan 


New York Central—Showed November 
gross of $16,796,118 against $16,104,354 in 
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1915 and surplus after ony of $2,595,261 
against $4,131,587. For the 11 months gross 
equaled $185,425,100 against $152,182,219 and 
surplus $40,147,110 against $23,748,768. 


New York, Chicago & St. Louis.—Reports 
November gross of $1,300,267 against $1,230,- 
289 in 1915 and net after taxes of $68,462 
against $378,655. For 5 months the corre- 
sponding figures were $6,604,414 against 
$5,623,464 and $1,121,226 against $1,588,502. 


New York, New Haven & Hartford— 
Showed November gross of. $6,840,778 
against $6,407,273 in 1915 and surplus after 
charges of $572,531 against $520,592. For 
5 months the figures were respectively 
$35,150,947, $31,765,062, and $3,641,040 
$3,331,974. 


Norfolk & Southern—Reports surplus 
after charges for November of $56,781 
against $45,844 in 1915 and 5 months’ sur- 
plus after charges of $218,231 against $118,- 
453. 


Northern Pacific—Had placed or will 
place early this year orders for equipment 
involving $7,000,000. This is one of the 
largest equipment orders ever placed by the 
road and includes 250 oil cars, 1,950 box 
cars, 500 automobile box cars, 500 pole cars, 
500 refrigerator cars and 25 freight loco- 
motives. 

Pennsylvania—Annual report will prob- 
ably show a balance for dividends of close 
to $52,500,000 against regular dividend re- 
quirements of $29,952,000, equivalent to 
10.5% earned on the stock, compared with 
8.5% in 1915. This is the highest since 
1909, when 11% was shown. The road spent 
upward of $10,000,000 more on maintenance 
in 1916 than in 1915, the increase being in 
about the same proportion as the increase 
in growth. Stockholders will be asked to 
approve at annual meeting March 13 in- 
crease in authorized indebtedness to the ex- 
tent of $75,000,000 to enable the Board from 
time to time to issue such amounts either 
of general mortgage notes or of capital 
stock that heretofore have been authorized 
by stockholders, to provide for company’s 
capital requirements in near future, includ- 
ing maturing obligations. > 

Pere Marquette.—Reorganization man- 
agers announced that $540,000 of the new 
prior preference stock was not taken up by 
old stockhelders and remained for allot- 
ment among holders of the application cer- 
tificates. Applications from holders of these 
certificates amounted to $37,300,000 and $540,- 
000 stock will be awarded on the basis of 
about 144% of applications. 

Seaboard Airline Ry.—Reports November 
gross of $2,477,315 against $2,087,124 in 1915 
and net after taxes of $856,375 against $594,- 
416. For the 5 months gross was $10,470,264 
against $9,144,908 and net after taxes $2,769,- 
984 against $2,305,725. 

St. Louis, Iron Mountain & Southern.— 


Reported November gross of $3,713,217 
against $3,129,883 and net after taxes of 
$1,454,231 against $1,098,886. For 5 months 
the respective totals were $16,558,181 against 
$13,509,013 and $5,479,606 against $3,699,255. 


St. Louis & San Francisco.—Reported 
November gross of $4,855,394 as compared 
with $4,276,360 in 1915 and net after taxes 
of $1,657,422, against $1,377,358. The 5 
months’ figures were respectively $23,990,367 
against $19,706,102 and $7,477,566 against 
$5,723,780. The new securities have been 
admitted to the list on the New York 
Stock Exchange. They include $7,500,000 
preferred stock trust certificates (Series 
“A”) and $46,432,000 common stock trust 
certificates. 


St. Louis & South Western Ry.—Report- 
ed November surplus after charges of $335,- 
261 against $245,522 in 1915 and 5 months’ 
surplus of $1,397,234 against $692,553. 


Southern Pacific.—United States Govern- 
ment’s right to collect an income tax of 
$183,882 from the company on dividends re- 
ceived from Central Pacific Railroad Co. in 
first 6 months of 1914 has been upheld by a 
decision of courts rendered in a test case. 


Southern Railway.—Reports November 
gross of $7,086,498 against $6,120,630 and 
net after taxes of $2,362,422 against $2,000,- 
248. For 5 months gross was $32,840,658 
against $28,686,768 and net after taxes 
$9,938,036 against $8,415,579. Official an- 
nouncement was made January 2 of the ac- 
quisition of New Orleans & North Eastern 
Line running from New Orleans to Meri- 
dian, Miss., and formerly a part of the 
Queen and Crescent system. In obtaining 
direct ownership in the controlling stock 
of this road, the Southern has parted with 
all interest in the Alabama & Vicksburg 
Ry. and the Vicksburg, Shreveport & Pa- 
cific Ry. in which Southern heretofore had 
held a minority stock interest. The acqui- 
sition gives the Southern system entrance 
into New Orleans over its own line as well 
as direct connection with the terminals of 
the New Orleans Terminal Co., of which it 
is the sole owner. 


Wabash.—Reports 11 months 
$34,407,334 against $27,786,857 in 1915 and 
net of $11,718,853 against $6,344,687. On 
this basis the 12 months estimated surplus 
over all charges would be about $5,370,000, 
equivalent to 5% on the Preferred A stock, 
5% on the Preferred B, and 14% on the 
$43,540,000 common. The company’s busi- 
ness for the first full fiscal year after reor- 
ganization e&ceeds by nearly $3,000,000 the 
estimates made by the reorganization man- 
agers at the time the reorganization plan 
was worked out and the basis of operating 
costs is approximately 5% below their esti- 
mates. 


Western Maryland—Has applied to 
Maryland Public Service Commission for 
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approval of consolidation of several of its 
lines including the Connellsville Extension. 
They are to be merged in a new corporation 
to be called the estern Maryland Co. 
They include the Baltimore & Harrisburg 
Ry. and its eastern and western extensions. 
Baltimore & Cumberland Valley Ry., Geor- 
ges Creek & Cumberland R. R. and the Con- 
nellsville & State Line Ry. 


Western Pacific—Reported net income 
for November of $357,000, an increase of 
$129,000 or nearly 60% over November, 
1915. For 5 months net income increased 


$342,000 or 32% and the surplus was equiva- 
lent to an annual earning rate of over 12% 
on the preferred stock. Earnings for 1917 
on preferred stock are estimated at 10%. 


Wheeling & Lake Erie Ry.—Directors of 
reorganized property will be L. F. Loree, 
chairman of the board; Johnston de Forest, 
W. M. Duncan, F. H. Ecker, N. S. Mel- 
drum, Warren Bicknell, James Ax. Camp- 
bell, Arthur House, J. H. McClement, H 
Hobart Porter, W. R. Beggs, Thomas S. 
- nomena E. A. Logenbach and F. A. Seiber- 
ing. 








Industrial Digest 





Ajax Rubber Co., Inc.—Amount of new 
stock to be issued after acquisition of the 
Racine Rubber Co. will be probably $7,100,- 
000, out of an authorized $10,000,000. Final 
accounting of the assets of the Racine con- 
cern may reduce this slightly. The new 
Ajax Rubber Co., it is estimated, will report 
net earnings for 1916 in the neighborhood 
of $1,400,000, which would equal about $10 
a share on the increased capitalization. As 
only $5 a share a year is being paid in divi- 
dends on the old outstanding stock, the 
same dividend will probably be continued 
on the new issue after the acquisition of 
the Racine concern has been completed. 
It is stated that the company has a supply 
of crude rubber on hand which will carry it 
through 1917 at a cost of less than 60c. per 
pound. 


American Can.—Earnings for 1916 esti- 
mated roundly at $10,000,000, a_record- 
breaking total. After depreciation and in- 
terest charges on the same basis as in 
previous years, there should remain a bal- 
ance of $3,609,000 or 13.6% for the common 
stock, after allowing for preferred divi- 
dends. The company has advanced the 
prices of sanitary cans ranging between 
19% and 22% over the price list announced 
in September, 1916. 


American Hide & Leather Co.—In quar- 
ter to December 31, 1916, showed earnings 
in excess of $600,000 against $110,000 for the 
previous quarter. 


American Ice Co.—Stated that earnings 
for fiscal year ended October 31, 1916, 
amounted to approximately $750,000, after 
deduction of fixed charges, compared with 
net of $526,000 in 1915. 


American Ice Securities—Stockholders 
meet Jan. 19 to ratify plan calling for the 
redemption of $2,972,650 of 6% debentures 
and to approve plan to dissolve the com- 
pany on a basis of exchange of stock for 
stock cf the American Ice Company. 


American Steel Foundries.—Gross and 
net earnings established a new high record 


last year and it is likely that $16 to $17 
a share was earned for the stock. 


Chandler Motor Car Co.—Statement by) 
President was made to the effect that 1916 
had been the most satisfactory year in the 
history of the company and that orders al- 
ready booked for delivery of cars in 1917 
indicated still greater prosperity. January 
sales, it was stated, would show an increase 
of 100% over last year. 


Cluett Peabody & Co., Inc.—Declared a 
dividend of $1.50 on the common stock, pay 
able Feb. 1, to stock of record Jan. 20, 
which is an increase of 25c. a share quar 
terly over the previous dividend and is ac- 
cepted as putting the stock on a regular 
$6 per annum basis. 


Federal Chemical Co.—Declared a quar- 
terly dividend of 14% on the common stock 
payable Feb. 1, increasing the rate from 1%. 

Firestone Tire & Rubber Co.—Has adopt- 
ed the stock distribution plan providing for 
distribution of from 1 to 10 shares of stock 
to each employe, according to terms of ser 
vice, to be purchased at $100 a share com 
pared with the present market value of 
about $140. 

Gaston, Williams & Wigmore, Inc.—Ofii- 
cially reported that net earnings for the 7 
months ended Nov. 30, 1916, were $2,462,000. 
after allowing for interest charges. This is 
equal to $8.20 a share for the stock and is 
at the annual rate of $14 a share. The 
G. W. W. Steamship Co. contributed $1,172.- 
000 and the exporting and importing com 
pany $1,291,000 to the above total. 

General Electric Co.—In 1916 gross or- 
ders reached record-breaking total of $166,- 
200,000, an increase of $68,000,000 or 70% 
over last year. 

General Fireproofing.— Directors have 
recommended an increase in capital from 
$2,000,000 to $4,000,000 to be acted on Jan 
30. The new stock will be divided equally 
between common and preferred. It is not 
considered likely that any of the new au- 
thorization will be issued at once. 
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General Motors Corporation.—Declared 
an initial quarterly dividend of $1 a share 
on the $82,559,000 common stock. 


Goodrich.—Announced alvances in the 
prices of tires ranging from 5% to 15% and 
applying only to cases. No advances in 
tubing will be ordered. ‘ 


Goodyear Tire & Rubber Co.—Announced 
advance of 15% in tire prices. 


Hadfields Ltd. of England.—Underbid 
Bethlehem Steel Corporation and Midvale 
Steel and Ordnance Co. on supplying 3,000 
16” projectiles in 16 months at $513 each, 
duty paid to the United States Government. 
Bethlehem Steel’s bid was $775 each for 
4,000 in 36 months and Midvale’s $900 each 
for 1,000 in 24 months. Hadfields also under- 
bid Midvale and Crucible Steel Companies 
on 14” shells and others. 


International Mercantile Marine.—Net 
earnings for 1916 were approximately $40,- 
000,000 after deducting the war tax. Possi- 
bility that Britain will nationalize shipping 
may hold up consideration of the payment 
of back dividends indefinitely. 


Kress, S. H.—December sales were 
$2,633,561, an increase of $416,918 or 18.8% 
over 1915. Sales for the full year totaled 
$15,122,558, an increase of $2,701,302. 


Kresge, S. S.—Sales for weck ended Dec. 
23, 1916, totaled $1,692,443, compared with 
$1,154,460 for the same period in 1915, an 
increase of $517,983 or 44.1% over the same 
period of 1915. 


Lee Rubber & Tire—On account of 
losses on adjustments of tires, failed to 
earn its full $300,000 dividend requirements 
for 1916. Continuance of regular quarterly 
rate of 50c. a share and the extra of 25c. a 
share will depend on whether or not the 
directors feel that the adjustments have 
been completed. 


Marconi Wireless Telegraph Co. of 
America.—Vice-President Nally issued 
statement protesting against enactment by 
’. S. Congress of Radio control bill in 
which he said in part: “Government control 
will tend to hamper the art of radio com- 
munication, for the government has not 
the stimulus of commercial competition and 
the hope of individual reward and it is 
prone to take present accomplishments as 
finalities. There are already ample 
laws and regulations on the statute books 
giving the United States Government the 
necessary power for absolute control of all 
radio stations in time of war or public peril.” 


Maxwell Motor Co., Inc.—Orlando F. 
Weber has resigned as vice-president and 
general manager. 

McCrory Stores Corporation.—December 
sales were $1,227,093, against $927,320 in 
1915, and for the 12 months $6,786,989, 
against $5,613,987. 


Montana Power.—It is stated that this 
company will furnish the power if the pro- 
jected electrification of the St. Paul Rail- 
road Mountain Division is carried out. 
Montana Power Co. would probably have 
to do some new financing to provide facili- 
ties to meet the requirements. 


Peerless Truck & Motor Corporation.— 
Has announced that it will advance prices 
of its touring, roadster, sedan and limousine 
cars $90 on March 1. Large increases in 
sales were shown for the year just ended 
as compared with 1915, and it is expected 
that the annual report will show about $14 
a share earned for the stock. 


Sterling Gum.—Stockholders voted in 
favor of dissolution of the company, which 
_ be taken over by the American Chicle 

oO. 


Studebaker Corporation.—Closed its 1916 
year with actual assets value behind its 
common stock of approximately $96 a share 
after allowing $100 a share for the Pre- 
ferred issue. This includes no valuation of 
good will, patents, etc. carried on the books 
as $19,807,276. Production in 1916 was 
larger than in. 1915, notwithstanding that 
the latter year included $3,250,000 from war 
orders. Total output was between 70,000 
and 75,000 cars. 


Submarine Boat.—President H. R. Carse, 
of the Electric Boat Co., announced that 
contracts had been signed with U. S.° Gov- 
ernment for 21 submarine craft at total cost 
of $17,000,000. He also stated earnings for 
1916 would run well in excess of $6,000,000. 


United Cigar Stores.—Net earnings for 
1916 largest in company’s history, sales in- 
creased $4,900,000 over 1915, bringing total 
for year up to $36,000,000. 


United States Steel Corporation.—Report- 
ed unfilled orders as of Dec. 31, 1916, of 
11,547,286 tons, compared with 11,058,542 in 
previous month, an increase of $488,744. 


Wells Fargo.—Declared an extra dividend 
of $33.33 a share in addition to the regular 
quarterly dividend of $3 a share, payable 
Jan. 20 to stock of record Jan. 8. The com- 
pany has definitely retired from the bank- 
ing business. Despite the loss of foreign 
business, the company is enjoying great 
prosperity on its domestic line. 


Woolworth, F. W. Co.—Sales on Dec. 23, 
1916, were $1,629,714, the largest day’s busi- 
ness in the history of the company. The 
increase as compared with Dec. 24, 1915, 
was 30.67%. Sales for full month of De- 
cember were approximately $13,630,000, 
which would make the full year show about 
$87,000,000, the largest sales in the com- 
pany’s history and an increase of more than 
$11,000,000 over 1915. 

During the year the company opened 12 
new stores and now has 920 stores operat- 


ing. 
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S. S. Kresge 


R. B. M., Detroit, Mich.—S. S. Kresge 
earned 11.53% on its common stock after 
allowing for full dividends on the new pre- 
ferred in 1915. The company has shown 
a large and steadily increasing margin on 
the preferred stock during the last five 
years. It is now in a strong position, and 
the nature of its business warrants the ex- 
— that its earnings will not be af- 

cted in a period of depression to the same 
extent as those of other industrial com- 
panies. The stock may therefore be. re- 
garded as a sound investment and, if it was 
to be purchased for income only, we recom- 
mend it. A semi-annual dividend of 14% 
was declared at the last meeting. 


Seaboard Air Line 


A. C, D., Boston, Mass.—Seaboard Air 
Line voting trust certificates of preferred 
and common stock represent and are issued 
against stock deposited under a voting trust 
dated- May 15, 1916, which extends to June 
12, 1922, unless sooner terminated by the 
trustees in their discretion. A majority of 
both classes of stocks have been deposited 
under this agreement. Holders of these 
stock trust certificates may, within the pe- 
riod from May 12, 1917, to June 12, 1917, 
inclusive, elect to surrender their stock trust 
certificates and will draw the stock repre- 
sented thereby upon payment of their pro 
rata amount of the indebtedness and liabil- 
ities of the voting trustees at the time of 
the withdrawal, which amount is not to ex- 
ceed 15c. per share for each share of stock 
withdrawn. A voting trust is created by 
placing the stock of a company, either all 
or a majority, in a trust, usually for a speci- 
fied period for voting purposes. Thus the 
control of the company is locked up in the 
hands of trustees. Receipts for stocks are 
issued and these may be dealt in and receive 
dividends the same as the stock itself, but 
oz have no voting power. 

he voting trust certificates represent $23,- 
894,100 preferred 4% non-cumulative stock 
and 919,400 common. These certificates 
are listed and traded in on the New York 
Stock Exchange. There are also listed $1,- 
050,600 of 6% non-cumulative and partici- 
pating preferred stock, and this is the stock 
which you have probably seen quoted higher 
than the preferred certificates. Of course, 
it being a 6% non-cumulative stock, as com- 
pared with the 4% non-cumulative stock, as 
represented by the certificates, it is entitled 
to sell somewhat higher. You are evidently 
in error in believing that there are common 
stock certificates. 


Balto. & Ohio 
B.. C. B., Philadelphia, Pa—Baltimore & 
Ohio has been depressed because of the declin- 
ing net earnings, due largely to the fact that 


the company has been compelled to make very 
heavy maintenance expenditures. In the past 
the company has skimped on its maintenance 
charges and is now paying the penalty. 
Nevertheless, we consider the stock’s present 
dividend rate of 5% as fairly safe and do not 
oe that the holder accept any consider- 
e loss on the stock. 


Maxwell Motor 

J. B. S., Detroit, Mich—There are several 
reasons for the decline in the Maxwell Motor 
issues. There has been considerable criticism 
of the dividend policy of the company. The 
preferred stockholders believe that the pay- 
ment of such liberal dividends is unwise. 

From an earning standpoint, the company 
is ina strong position, so lar as the immediate 
outlook is concerned. It is booked ahead on 
orders and it has purchased large supplies of 
raw materials, so that it is protected against 
a rise in prices. On the other hand, the Max- 
well company, as in the case of all the motor 
companies, is being handicapped more and 
more by the rising material and labor costs. 

The decline in the common stock has been 
particularly drastic, and we believe that its 
technical position now warrants the expecta- 
tion that there will be a fairly good rally from 
these levels. If you are a holder of the stock, 
therefore, we do not suggest that you sell it 
on the present weak market, but rather place 
a stop loss order to limit your risk and 
wait for a recovery on which to liquidate. 
We do not believe that the stock should be held 
as a permanent investment, by any means, 
and we would not recommend its purchase 
as such. The regular quarterly dividend oi 
2%% on the common stock was paid Jan. 
2nd last and the next dividend is due to be 
paid about April Ist. 


Erie 1st Pfd. 

W: P. B., Milwaukee, Wis.—We regard Erie 
lst Preferred as a much better purchase at 
present than Missouri Pacific Common. Gen- 
erally speaking, however, we do not consider 
the purchase for investment of practically 
any of the railroad stocks advisable at this 
time because we expect to see this class of 
securities sell lower. Erie Ist Preferred 
will bear watching, however, and on a sub- 
stantial reaction it should prove a profitable 
purchase. It is a foregone conclusion almost 
that the restoration of dividend on this 
stock is a question of but a short time 
longer. Paying 4% to which it is entitled 
and backed up by an ample margin of earn- 
ings as it seems likely will be maintained 
in future for the stock, it should sell be- 
tween $55 and $60 at least under normal 
market conditions. 


Union Pacific 


T., New York City.—Union Pacific, 
Pid, ek. Ist Pfd. are two of the highest 
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grade railroad preferred investment stocks 
available and if you expect to purchase them 
for “safety and income only” we can recom- 
mend them. If the stocks are not to be held 
for permanent investment, however, it might 
be better to wait until after the war, when we 
are inclined to look for lower prices on all 
such securities in sympathy with the general 
market depression. 


Central Leather 


J. M. B., New York City—Central Leather 
is, in our opinion, in a rather risky specu- 
lative position. There is no doubt that this 
company has very materially strengthened its 
position in the last several years; in fact, its 
progress since organization has been such as 
to create confidence in the future of the com- 
pany. Earnings of the company have shown 
a phenominal increase in the last year, due to 
the great jump in prices of leather. 

The earnings and dividend record of the 
common stock is set forth in the following 
tabulation, covering the last six years. 


Earned 
Per Share. 
00 


Paid 
Per Share. 
$7.00 
4.00 
2.00 


*Estimated. 


On February 1 the regular quarterly divi- 
dend on the common will be raised to 14%, 
thus putting the stockon a regular 5% per 
annum basis, as compared with the previous 
rate of 4% per annum. The payment of 
7% in 1916 was accounted for by the declar- 
ation of extra dividends. Undoubtedly if the 
war continues, the Central Leather Company 
will be in a position to maintain the 5% divi- 
dend rate and should be fully justified in pay- 
ing extra dividends. However, we question 
the company’s ability to maintain the 5% 
reguiar rate if the war should come to a sud- 
den close and its profits show a sharp decline 
as is likely. This is our reason for stating at 
the outset that the stock’s position is specu- 
lative. In view of the brightening prospect 
for early peace, also because of the uncertain 
position of the market as a whole, we consider 
it inadvisable to assume the risk involved in 
a purchase of such stocks as Central Leather 
at this time. If you are a holder of the stock 
we suggest that the safest course for you to 
pursue would be to place a stop loss order to 
limit your risk of a further decline to two 
or three points and watch your opportunity to 
liquidate your holdings on a strong market. 


Pennsylvania 


A. B. K., Oil City, Pa—Pennsylvania is one 
of the highest grade railroad stocks and as an 
investment, we can recommend it provided 


it is intended to hold it for safety and income 
only. However, we are looking for generally 
lower security prices following the war, and it 
is very likely that Pennsylvania can be pur- 
chased below its present price at such a time. 


Lake Torpedo Boat 


K. R. P., Radnor, Pa——This company re- 
ceived three-eighths of the total of the con- 
tract awarded by the United States Govern- 
ment October ig 1915, and it will receive 
as its share of the contract recently awarded 
six submarines at $694,000 each and one sea- 
going submarine at $1,195,000. The Cali- 
fornia Shipbuilding Co. and its affiliated 
company received a contract for three coast 
submarines at $698,000 each. The total 
amount of the contract under this award 
is $7,453,000. In addition the company 
stands to receive a royalty of $52,700, ac- 
cruing to it on the submarine L-8 which the 
United States Government is building at the 
Portsmouth Navy Yard. Figures as to the 
company’s earnings are not available, and 
owing to the confidential nature of its busi- 
ness, both with the United States and for- 
eign governments, it is extremely unlikely 
that any detailed statement will ever be 
made. While dividends have been paid reg- 
ularly on the Ist preferred stock, no divi- 
dends have yet been paid on either 2nd pre- 
ferred or common. After the common re- 
ceives 10%, all three classes share alike in 
any further disbursement in any one year. 
There is no way of telling what the equities 
are back of the stock, because no balance 
sheet is available. We understand, how- 
ever, that the company is now under good 
management, that its financial needs have 
been pretty well taken care of, and that it 
is steadily working into a position where it 
will be able to undertake and successfully 
complete good-sized contracts. It controls 
some very valuable patents. On the whole 
we are of the opinion that the stock is a 
fairly attractive speculation. 


U. S. Steel 


B. L. Y., Boston, Mass.—U. S. Steel is sell- 
ing, in our opinion, on a speculative basis and 
we do not regard the stock as a conservative 
investment at this price. The preferred is 
also selling at a very liberal valuation, in our 
apinion, as an investment. The preferred’s 
position, of course, is one of great strength, 
owing to its large earning power and the fact 
that the corporation has put enormous equities 
back of it since organization. If you are 
holding the preferred stock for income only, 
you need not be disturbed by market fluctu- 
ations, but we do not recommend that you 
hold it if you have an idea that the price is 
going to stay around these levels for the next 
year or two, or after the war is over. In no 
year, with the exception of 1916, since the 
formation of the corporation has its preferred 
stock failed to sell below $111 a share. Its 
highest price on record has been $123 a share. 
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How to Read a Bond Circular 


What a Bond Circular Should and Should Not Contain— 
Analyses of Good and Bad Bond Circulars—Sug- 
gestion of Value to the Investor 





By RICHARD HOADLEY TINGLEY 





N these days of consolidations, com- 
binations, interwoven ownership or 
control, holding companies and the 

like of so many of our big corporations, 
it requires no little expert knowledge and 
study in order to arrive at the true mean- 
ing of their financial affairs as reported 
to the stockholders of the public. For 
the uninitiated to attempt the unraveling 
of the intricate figures involved, or the 
interpretation of the technical terms and 
expressions used without expert aid 
would often be to invite misconception. 
Accounting Regulations 

The accounting regulations of the In- 
terstate Commerce Commission and of 
most of the state utilities and railroad 
commissions make it obligatory on all 
railroad and public utility corporations 
to publish the most detailed reports of 
their condition, both financial and phys- 
ical ; therefore, in the stock and bond cir- 
culars issued by such companies 7’ is 
usual to find stated all of the essential 
details that a prospective investor should 
have made available to him. It is in the 
circulars issued by industrial corpora- 
tions, however, or by the brokerage 
houses having charge of the disposition 
of their securities that there is often a 
lack of the essential figures and facts. 
Such companies are not subject to close 
scrutiny by Federal or State boards, and 
no uniform system of accounting and of 
making public statements of their affairs 
is obligatory, and not being compelled 
to do so, there often seems to be a dis- 
inclination on the part of the officers of 
such companies to take the public very 
far into their confidence, even when it 
might seem to their advantage to do so, 
as in the case of public offering of 
securities. 

In the purchase of bonds there are 


certain important elements that a pro- 
spective investor ought to know :—frsi, 
about the theory of the issue of bonds 
geritrally, and the law and practice gov- 
erning their omission, and, second, about 
the special details and essential facts re- 
garding the particular issue under son- 
sideration. 
Two Examples 


In order to bring out the points in 
mind, the bond circular of a very promi- 
nent and well known industrial has been 
taken to illustrate the unwillingness that 
officers of many such concerns have to 
make public essential figures regarding 
their business. The illustration is but 
one of many that might be chosen. 

On the other hand, a model bond cir- 
cular of the same company will be in- 
troduced. The identity of the industrial 
chosen is withheld, for obvious reasons. 
The circular, with fictitious name is re- 
produced here as exhibit “A,” it being 
substantially a reproduction of an offer- 
ing made in the past. 

It appears from the circular that the 
A. B. C. Company, through its brokers, 
invites the public to loan it $18,000,000 
at 5% and to take as security for the re- 
payment of this amount its 20 year sink- 
ing fund, gold, purchase money and im- 
provement mortgage bonds, based on a 
first mortgage of certain of its property 
(indiréctly held), and on a junior mort 
gage (presumably) on certain other 
properties (also indirectly held). 

The amount offered is $18,000,000 par 
value, out of an outstanding issue of 
$41,942,000, the presumption being that 
the balance has already been sold, or is 
to be offered later, perhaps by some other 
brokerage house. The total amount o! 
bonds authorized under the mortgage is 


$70,000,000. 
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EXHIBIT A 











$18,000,000 


The A B. C. Company 


Purchase Money and Improvement Mortgage 5% 
20-Year Sinking Fund Gold Bonds 


Dated July Ist 1918 Interest January Ist and July Ist Due July Ist 1936 
Authorized $70,000,000 Outstanding $41,942,000 
Redeemable in whole or in part at 105 and interest on any terest. date. 
Coupon bonds $1,000 each with privilege of registration of principal; registered bonds 
$1,000 and $5,000. Coupon and registered bonds interchangeable. 

Free of the NewYork State Tax 


GOTHAM TRUST CO., New York, Trustee 











‘rhese bonds are the direct obligation of The A.B.C. Company, all of 
whose stock excepting directors’ shares is owned by The A B.C. Corporatior 

Thev are secured by a first mortgage on about 669 acres of land at Alden, 
N.J.and adjoining the laads oa which the Alden Inc.. steel plant and ship- 
yard are located. They are also secured by a first 4 on about 430 acres 
of land at Akron, D:., on which are located the bridge shop, the frog and switch 
shop, the New Caanan coke oven plant, the general office building, and the lime- 
stone quarries from which the AKroa plant obtains its supply of this essential 
raw material. 

These properties are all owned by The D.E.F Steel Co., substantially all 
the stock of which is owned by (Fhe A.B C. Co. 

Subject to $16,900,000 underlying bonds and bonds of subsidiary companies 
of which $9,854,000 mature in 1927 or earlier and $5,550,000 mature in 1932, the Pur- 
chase Money and Improvement Mortgage Bonds are further secured by a mortgage 
lien on all other plants and real estate of TheD.B.F. Steel Co., including the 
balance of the Alden, N.J. and Akrem plants anu tie Elert, (Pa.) plant and a 
54.16% interest in we Cromwell Ore Banks, and by pledge of $2,644,290 capital 
stocks of subsidiary companies, including the Spanish-American Iron Co., owning 
valuable ore lands in Colas, and the K.L..M. Coal Co., owning 16,000 acres of 
bituminous coal measures in Asia. 

About $70,000,000 will be spent within the next four years in extending these 
plants and diversifying their products. All of these extensions will be covered 
by the Purchase Money and Improvement Mortgage. 

The issue of additional bonds under this mortgage is carefully guarded, $16 ,000,- 
000 being reserved for refunding and the balance against 75% of the cost of acqui- 
sitions, additions, improvements, betterments and extensions made after March 
Ist 1919. 

An annual sinking fund beginning July Ist 1919 equal to 2}4% of the out- 
standing amount is to retire bonds at not exceeding 105 and interest. 


These bonds as to legalities have been approved by our counsel, copies of whose 
opinion {will be furnished upon request. 


Application will be made to list the bonds on the New York Stock Exchange. 





Having sold the greater part of this issue we offer the balance at 
100% and interest, to yield about 4.96% 


John Doe & Co. 


New York 





These statements ere dased upon information obtained from offictal sources or from those which we regara @ reliable. 
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Purchase Money and Improvement 
Mortgage—Indicating Uses to 
Which Proceeds Are to 
Be Put 


The would-be investor is entitled to 
know what is to become of his money, 
what use his money is to be put to in 
case he decides to purchase any of these 
bonds. ‘These uses should be and usually 
are, stated jin detail. This point is cov- 
ered in the circular by the statement, that 
“about $70,000,000 will be spent within 
the next four years in extending these 
plants (previously referred to) and diver- 
sifying their products,” and by the 
further statement “the issue of additional 
bonds under this mortgage has been 
carefully guarded; $16,000,000 being 
reserved for refunding, and the balance 
against 75% of cost of acquisitions, ad- 
ditions, improvements, betterments and 
extensions made after March Ist, 1919.” 
The reader could assume from the above 
that, out of the proceeds of final sale of 
$70,000,000, there would be available 


$54,000,000, ($70,000,000 less $16,000,- 
000), for the acquisitions and improve- 


ments mentioned. Inasmuch as it is 
stated that there will be about $70,000,000 
spent within the next four years, and that 
there will be but $54,000,000 in bonds 
upon which to realize, it is evident that 
moneys will have to be raised in some 
other way, possibly by the sale of stock. 
Furthermore, since bonds can only be 
issued against acquisitions and improve- 
ments at the rate of 75% of cost, it points 
strongly to the further fact that the sale 
of stock or other junior security will be 
resorted to. 

The above is inference, however. The 
circular is not clear about it, and it may 
be capable of the following interpreta- 
tion: 

It will be seen that the balance of the 
bonds (presumedly $70,000,000 minus 
$41,924,000) or $28,058,000, can be is- 
sued only for the refunding of the $16,- 
000,000 and for 75% of the cost of 
acquisitions, improvements, etc. The in- 
ference then might be that the $18,000,- 
000 bonds offered by this circular are a 
part of the outstanding $41,942,000; thet 
there is no definite statement made as to 
what is to be done with the money ; that 


out of the balance to be issued and of- 
fered, probably later ($28,058,000), there 
will be taken $16,000,000 to refund (par 
for par) the underlying bonds, and that 
it is the remainder ($28,058,000 minus 
$16,000,000) or $11,559,000 that will be 
available for the acquisitions, improve- 
ments, etc., March .1, 1919. 

A bond’ circular should not be sus- 
ceptible of such wide descrepancy in ver- 
sion. It will be further noted that the 
circular contains no reference to past 
earnings, gross or net, nor does it con- 
tain a balance sheet statement of assets 
and liabilities. 

Again, it appears that there is no 
definite information given telling the 
reader the extent and value of the prop- 
erties covered by the mortgage. Infor- 
mation is given that the bonds are a first 
mortgage on certain lands, (Alden and 
Akron), though no inkling is given re- 
garding their value. Also that the bonds 
are further secured by a mortgage lien 
on all other plants and real estate of the 
D. E. F. Company, including the balance 
of the Ames and Crane plants adjoining 
the Alden and Akron lands above, and 
the Ely plant, and a 54.16% interest in 
the Corn Ore Banks, and by a pledge of 
$2,644,290 capital stock of subsidiary 
companies, including the H. I. J. Com- 
pany owning valuable lands in Colon, and 
the K. L. M. Company owing 16,000 
acres of bituminous coal measures in 
Asia. Information should be contained 
as to the nature of the mortgage lien on 
the plants referred to; on the nature of 
the mortgage lien on the plants referred 
to; on the amount and value of the “bal- 
ance” of Ames, Crane and Ely plants 
on the value of the 54.16% interest in 
the Corn Ore Banks; on the value of the 
$2,644,290 capital stock in subsidiary 
companies as well as of the 16,000 acres 
of coal measures in Asia. As the cir- 
cular stands, no investor would be war- 
ranted in taking the offering into serious 
consideration unless it was the result of 
other and outside investigations, or un- 
less the issuing company is so well-known 
and so strong that its name would carry. 
irrespective of any circular information 
they might put out. This is probably 
what happens in the case in hand. It 
is né valid excuse, however, for issuing a 
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EXHIBIT B 


What a Bond Circular Should Contain ~ 


THE A. B. C. COMPANY 
$18,000,000 
Purchase Money and Improvement Mortgage. 

Dated July 1, 1918. 5% 20-year Sinking Fund Gold Bonds. Due July 1, 1938. 
Authorized $70,000,000 Interest Jan. 1 and July 1. Outstanding $41,942,000 
Redeemable in whole or in part at 105 and interest on any interest date 
Coupon bonds $1,000 each with privilege of registration of principal; registered bonds 
$1,000 and $5,000 coupons and registered bonds interchangeable. 

Free of New York State Tax. ‘ 
Gotham Trust Co., New York, Trustee. _ 
A letter signed by the President of the A. B. C. Company, copies of which will be 
furnished on application, we summarize as follows: 

CHAIN OF OWNERSHIP AND TITLE—Al! of the property covered belongs to the D. E. F. Com- 
pany (owning Company). : i 3 ; 

The D. E F. Company is owned, through ownership of practically all of its capital stock by the 
A. B. C. Company (issuing Company). : 4 i - : 

The A. B. C. Company is owned, through ownership of all its capital stock except directors’ shares, 
by the A. B. C. Corporation (holding Company). 

PROPERTIES COVERED BY MORTGAGE AND THEIR VALUE (fictitious figures)— 

660 acres land at Alden. First mortgage 

430 acres land at Akron. First mortgage 

All other plants and real estate opens to the D. E. F. Company, a proper 

proportional part, as follows: Junior liens— 
he Ames Plant, and improvements 
The Crane Plant, and improvements.. 
The Ely Plant, and improvements.. 
The Corn Ore Banks (54.16%) . 
Pledge of $2,644,290 capital stock of subsidiary companies, including the 
He A os. owning valuable ore lands at Colon, and the K. L. M. Co. 
owning 16,000 acres coal measures in i 
Gross book value of properties covered 
Subject to $16,949,000 underlying bonds and bonds of subsidiary companies of which 
$9,854,000 mature in 1927 and $5,550,000 mature in 1932 _16,949,000 

Net book value of properties covered 

DISPOSITION OF PROCEEDS—About $60,000,000 will be spent within next four years extending 
plants_and diversifying products. All these extensions will be covered by this mortgage. 

The issue of additional bonds under this mortgage is carefully guarded, $16,949,000 being reserved for 
refunding and the balance issued against 75% of the cost of acquisitions, additions, improvements, 
betterments and extensions made after March Ist, 1919. 

SINKING FUND—An annual — Fund, beginning July Ist, 1919, equal to 24% of outstanding 
amount, is to retire bonds at not exceeding 105 = interest. 

_ EARNINGS AND EXPENSES—The following table shows the earnings and expenses for the years 
indicated, of that portion of the plants coming under the mortgage: 





: 1915 1916 
Gross Earnings $40,000,000 $50,000,000 
Operating Expenses and Taxes 16,000,000 20,000,000 


Net Earnings $24,000,000 $30,000,000 
Fixed Charges, 4,000,000 4,000,000 5,000,000 
Depreciation 000 4,000,000 5,000,000 


$16,000,000 $20,000,000 
MEMO: The fixed charges in the above tabulation do not include interest on an ortion of the 
$60,000,000 Purchase Money and Improvement Mortgage Bonds. es 


BALANCE SHEET AS OF DEC. Sist, 1916 
Assets— Liabilities— 


Property account Y Preferred stock 
Stocks and bonds 50,000,000 Common stock 
Supplies, raw and finished 000. Bonded debt 
Stocks in company stores Current accounts 
Treasury securities Payrolls 

Cash A Profit and loss... 








OWNERSHIP DIAGRAM-—In order to make clear the ownership of the various properties involved, 
a diagram, Exhibit C, is introduced— 

GALITY OF ISSUE—The bonds, 2s to legality, have been approved by our counsel, copies of 
whose opinion thereon will be furnished on request. 

LISTING—Application will be made to list the bonds on the New York Stock Exchange. 

THE PARTICULAR BONDS OFFERED, PRICE AND YIELD—The particular allotment of $16,000,000 
bonds, hereby offered for sale, are a part of the $31,942,000 outstanding bonds above mentioned, the 
greater part of the balance having been sold. 

Price 100% and interest to yield about 4.96%. 


JOHN DOE & COMPANY, New York 
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circular that is not understandable, and 
that is lacking in information upon so 
many essential points. 
Information a Bond Circular Should 
Contain 
Still using the A. B. C. Companies’ 
circular as an illustration, I will now 


given are, of course, fictitious, there 
being no actual information at hand. It 
is the principle, however, that will be 
demonstrated. 
The Moral 

This article is written with a view 
to warning investors not to place entire 
reliance on names, record or exchange 


$ 16. 000.000 


Furchase Money ané Improvement Morigage 
5% 20 Year Sinking 
Fund 
Gold Bonds 





Te A. BS: 


rporation 


ownte all slock of 


the AA. 


Bonds 
Quthorized 


$ 60.000 000 


Corn Ore Banke 
54.16% 


Pledge of $2.64 
of capital remel in 
following Ras fe NIAC? 





Firet Morlgage 
Ykron Land 


point out the correct way in which it 
should be drawn in order to be intel- 
ligible to the reader, and will refer to 
Exhibit B. The figures and other data 


The AAO-C.Company 


( the Issuing 


C Company Bonde 
Outelanding 


$51.942 000 


Gmpany ) 





Balance of Crane 
Plant. 


Balance of Ames 
Plant 


@> 
Ralance of 
onc. Plant a4 


Firet Mortgage 
S7iden Land. 
660 Acres adjoining 


quotations, but to study the facts and 
figures behind the offerings, and if these 
are not sufficiently clear in the bond cir- 
culars, to demand enlightenment. 





—- 








Accounting an Investor Should Know 


Balance Sheet Characteristics — Classification of Assets — 
Deferred Assets—Relation of Assets to Liabilities 





By EARL A. SALIERS 
Assistant Professor of Aceounting, Sheffield Scientific School of Yale University 





ARTICLE I1I—Construction of the Balance Sheet 





YPES of balance sheets are as many 
and varied as are most other off- 
springs of the human mind. They 

range through the gamut of quality from 
the degredation of worthlessness to the 
acme of excellence. Of course the ques- 
tion, what to omit and what to express 
in the balance sheet, is a highly argu- 
mentative one. No corporation report 
is complete unless it contains a balance 
sheet; unfortunately many corporation 
reports that do contain balance sheets 
fall short of completeness because there 
is lacking a sufficiency of detail or be- 
cause of the obscurity that commends so 
many of such statements to vigorous 
condemnation. 

Some corporations publish their bal- 
ance sheets with commendable regu- 
larity. Others emit them at occasional 
and rare intervals. Irregularity in this 
respect is usually the fault of the 
smaller companies which are not com- 
pelled by law or other agency to act 
promptly. There are at present a num- 
ber of influences active in reforming this 
condition, among them the supervision 
of commissions, the increasing demand 
on the part of the stockholders for in- 
formation, and the increasing demand 
for publicity in corporate affairs. We 
may safely say that the balance sheet has 
become one of the leading criterions upon 
which investors and financial students 
generally base their inferences and con- 
clusions. The spread of accounting 
knowledge among all those who have 
occasion to study the financial history of 
concerns or to attempt to forecast their 
future will make the balance sheet, when 
properly constructed, an increasingly 
important source of information. 


Balance Sheet vs. Income Account 


The income account presents in com- 
pressed form the results of the month’s 
or year’s transactions with special ref- 


erence to the resulting profits and losses. 
It analyzes and details the sources of 
both losses and gains and gives the re- 
sulting profit or loss, as the case may be. 
The balance sheet, on the other hand, 
gives no clue to the sources of losses and 
gains, its  sacnagned function being to 
show the effects upon the assets and lia- 
bilities of the various changes that have 
transpired during the period. Thus 
some assets will be enlarged while others 
may be diminished ; and the same is true 
of the liabilities. The excess of the as- 
sets over the liabilities constitutes net 
worth, that is, it shows what is the real 
equity of the proprietor, the partners, or 
the stockholders is in the assets. If dur- 
ing any period a profit is made this ex- 
cess or equity is by so much increased ; 
if a loss is incurred this excess or equity 
is decreased by an equal amount. Losses 
may take the form either of decrease of 
assets or increase of liabilities. Gains 
may take the form either of increase of 
assets or decrease of liabilities. Balance 
sheets struck off at certain intervals 
record these increases and decreases of 
assets and liabilities. Consequently a 
balance sheet presents a kind of a cross- 
sectional view of the business condition 
at these intervals. 


Balance Sheet Characteristics 
Most investors are familiar in a gen- 


-eral way with the construction of balance 


sheets. On the other hand a great many 
persons possessed of wide general in- 
formation meet with certain items or 
arrangements in balance sheets which 
possess mystifying characteristics and 
undiscernible meanings. This is due to 
the apparently irreconcilable qualities of 
some of the items that appear in juxta- 
position, or sometimes jumbled together, 
in the balance sheet. All or most of these 
difficulties will disappear when the stu- 
dent recognizes the functions of these 
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dissimilar items. In its simplest form 
the balance sheet may be expressed as an 
equation, thus: 

Assets 
Liabilities. 

Proprietorship or Capital. 

But the usefulness of the balance sheet 
is dependent upon a considerable amount 
of detail, and the problem of construct- 
ing a useful balance sheet consists in 
expanding and integrating the items 
shown above until they present a full and 
fair view of the financial condition of a 
corporation.. “Assets” is a word per- 
mitting of a great amount of subdivision 
and analysis. Given the assets of a con- 
cern there is afforded a large opportunity 
to exercise the powers of analysis and 
classification in order to provide a state- 
ment reflecting the actual situation. 

Classification of Assets 

Assets naturally fall into a two-fold 
classification based upon the degree of 
fixity they possess. Thus in one division, 
of considerable importance in most 


cases, we find listed the permanent phy- 
sical structure, the accompanying fix- 
tures, and such other valuable posses- 


sions as go to make up a fairly fixed 
group. mce these are erected or in- 
stalled they change but slightly from 
month to month and perhaps even from 
year to year. Together these constitute 
that division of the balance sheet usually 
known as the fixed assets. It is the fixed 
assets which serve as a basis for the 
bonded indebtedness and nearly all long- 
time credit arrangements. Their perma- 
nence makes safe and conservative the 
issue of bonds secured by a mortgage 
upon them. Assets should possess a 
longevity sufficient to assure the contin- 
uance of their existence well beyond the 
period in time when the bonds they se- 
cure will mature and be paid. Thus it 
is seen how important from the credi- 
tor’s, that is, the investor’s point of view, 
is the determination and proper classifi- 
cation of the assets, especially the fixed 
assets, since fixed assets usually form the 
chief basis for bondholders’ liens. 
Naturally, after we have impounded 
and tabulated the fixed assets, the assets 
remaining are those of a current nature. 
These are usually highly variable in both 


form and quantity. They constitute the 
working capital, and are to fixed assets 
what tools are to the artisan. They af- 
ford the means of contact with the out- 
side world. They consist of cash, mer- 
chandise, raw materials, goods in proc- 
ess, accounts receivable and other assets 
of like character and function. Since 
their quantities vary greatly from time 
to time they cannot well serve as a basis 
for liens for other than short term obli- 
gations. Nevertheless they are of great 
concern to the holder of long term obli- 
gations because it is from them that cur- 
rent interest requirements on such obli- 
gations must usually be met. There 
must be cash or assets convertible into 
cash to meet these regularly recurring 
requirements as well as those temporary 
obligations that rest primarily upon the 
current assets— such as trade accept- 
ances, discounted notes, wages and ac- 
counts payable. 


Deferred Assets 


We also frequently meet with such 
items as “deferred assets” or “deferred 
charges to profit and loss” in balance 
sheets. These are a dark mystery to the 
unitiated. Their explanation, however, 
is not difficult. Usually they represent 
expenses paid in advance, or at any rate 
sums which by their nature require to 
be written off as expenses. Thus a min- 
ing company charges to this account the 
cost of stripping ores—an expense, in- 
deed, but one which aids the operations 
of the company for a considerable time 
to come, and therefore not altogether a 
current expense but one whose incidence 
lies largely in the future. Items of this 
peculiar type may well be grouped under 
the head of deferred charges. To the 
investor this division of the balance sheet 
bears less significance than the ones 
previously described. His chief concern 
with it is that it be handled with due 
honesty and accuracy and that items pos- 
sessing neither present nor future value 
to the company be not paraded publicly 
under the bewitching title of “deferred 
charges.” 

Outline of Assets 


With the foregoing description in 
mind we may now present a brief out- 
line which will serve the purpose of a 
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foundation in our task of constructing 
a balance sheet : 
ASSETS, 
Fixed Assets: 
Buildings, Land, etc. 
Current Assets: 
Cash. 
Merchandise. 
Accounts Receivable, etc. 
Deferred Assets : 
Expenses paid in advance. 

The above outline may be expanded in- 
definitely. Perhaps the reader may pre- 
fer a somewhat different terminology. 
But the essential features—the broad 
fundamental distinctions based upon the 
character and function of the assets— 


under some such caption as “Liabilities 
and Capital,” or possibly the one word 
“Liabilities.” The liability side of the 
balance sheet classifies the debts and the 
divisions of the net proprietorship. Ob- 
jection may be made that net proprietor- 
ship and debts are two rather irrescon- 
cilable things, and that to place them side 
by side in the balance sheet tends to 
obscure the situation. Even net pro- 
prietorship, however, is a kind of second- 
ary liability—what the business owes the 
proprietor, if we may so express it. 
Relation of Assets to Liabilities 


Since the character of the assets deter- 
mines to a very great extent the nature 
of the indebtedness they serve to secure, 








BALANCE SHEET OF THE A. B. 


Fixed Assets— 
Buildings and Land 
Machinery 
Current Assets— 
Cash . 
Merchandise 
Accounts Receivable 
Notes Receivable 
Deferred Assets— 
Expenses paid in advance 


Co. AS AT JANUARY 1, 1916 
Fixed Liabilities— 
First Mortgage Bonds 
Second Mortgage Bonds 
Debenture Bonds 
Current Liabilities— 
Accounts Payable 
Acceptances . 
Notes Payable 
Capital and Surplus— 
ommon Stoc 
Preferred Stock 
Surplus . 








will remain the same. Although such an 
outline may be useful, it is necessarily 
very incomplete because it leaves unan- 
swered such questions as the following: 

Who owns these assets and how is the 
division of ownership accomplished, if 
there is more than one owner? 

Are the owners possessed of an un- 
clouded title or have they found it de- 
sirable to borrow money from outsiders, 
using these assets as a security? 

If money has been borrowed, what 
character of security has been given as 
a guaranty of its ultimate re-payment? 

What is the ratio of this debt to the 
net proprietorship or equity of the stock- 
holders ? 


Liability Side of the Balance Sheet 


These and other questions arise. The 
information. they suggest ought to be 
pretty adequately set forth in the opposite 
side of the balance sheet which goes 


the construction of the liability side of 
the balance sheet will correspond more or 
less closely to that of the asset side. Thus 
if on the asset side of the balance sheet 
the fixed assets are honored with a title 
distinguishing them as such,’ logic would 
require that we form a corresponding 
classification of fixed or long-term lia- 
bilities, which ordinarily are protected by 
mortgages upon the fixed assets. Sim- 
ilarly current liabilities correspond to and 
are usually very closely dependent for 
ultimate payment upon the current assets. 
With this much information to serve as a 
foundation, we can now proceed with the 
construction of our balance sheet, and to 
bring it as closely as possible to reality 
we may assume fictitious figures for the 
various items, as shown herewith. 
We now have a complete balance sheet, 
useful to the initiated to such an extent 
as such information may be subjected to 
the various interpretations that an in- 











———___— 








550 


THE MAGAZINE 


OF WALL STREET 





vestor may desire to make. Note that 
fixed assets are placed first, they being in 
this instance by far the largest and most 
significant division of the assets. Then 
in the corresponding division of the lia- 
bility side of the balance sheet appear the 
fixed liabilities. These generally bear a 
very close relation to the fixed assets 
through liens of one kind or another, a 
matter which will be considered in an- 
other article. Similarly current liabilities 
should occupy a position opposite the cur- 
rent assets to facilitate comparison and 
analysis. The remaining divisions—‘de- 
ferred assets” and “capital and surplus” 
—do not bear any very close relationship 
to one another. If the deferred assets 
are of relatively small amount they will 
probably require only the passing notice 
of the investor. The “capital and sur- 
plus” division, however, is pregnant with 
significance and usually merits the most 
careful consideration. With respect to it 
such questions as the following arise: 

Is capital stock watered or full paid? 

What is the preference of the preferred 
stock ? 

What has been the dividend policy ? 

What are uses of the surplus account 
and to what extent does a lack of one 
endanger the security holder? 


Variations in Balance Sheets 


Of course the answers to these ques- 
tions may not be fully set forth in the 
balance sheet; nevertheless much of the 
material needed for framing the answers 
appears therein. Neither are all balance 
sheets constructed just like the one we 
have presented. But the differences are 
usually those of terminology and ar- 
rangement rather than of principle. 
Sometimes current assets and current lia- 
bilities are given the position of honor at 
the head of their respective columns. 
Sometimes fixed assets are placed first 
while fixed liabilities are shifted to 
second place in the liability column to 
make room at the top for the capital and 
surplus accounts. This form occurs very 
frequently, as an examination of the re- 
ports of large corporations will indicate. 


Contingent Items 


Sometimes there are so-called con- 
tingent assets and liabilities whose defi- 
nite valuation is difficult or impossible. 
How should such items appear in the 
balance sheet? Shall they be indicated 
at their probable maximum, their prob- 
able minimum, or be omitted entirely? 
If one corporation guarantees the bonds 
or notes of another certain contingencies 
at once arise of great importance to those 
who invest in the securities of the cor- 
poration acting as guarantor. The possi- 
bility of ever being called upon to make 
good the guarantee may be remote, ex- 
ceedingly remote; but is surprising to 
note how frequently remote possibilities 
change to imminent probabilities. It has 
therefore become the commendable prac- 
tice of accountants to append to the for- 
mal balance sheet a note’setting forth 
briefly the facts as to any contingent lia- 
bility. This frees the balance sheet from 
a considerable amount of uncertainty—a 
procedure always desirable when not 
made at the cost of secrecy or dishonest 
practices. 


Essential and Non-Essential Differences 


It is impossible to describe here the 
many variations—in form and detail— 
that appear in the hundreds of balance 
sheets that are published by mercantile 
transportation and manufacturing com- 
panies. Some of the variations are un- 
necessary and serve to confuse the in- 
vestigator. Others are necessary because 
of the inherent differences in different 
forms of enterprise. The assets of a 
railroad company differ from those of a 
manufacturing company, and for that 
reason the classification of their assets 
and liabilities will necessarily vary con- 
siderably. Moreover, as doctors differ, 
so do auditors and accounts, and as long 
as complete standardization is lacking 
the personal equation will continue to 
have a very considerable influence on the 
construction of balance sheets. Certainl) 
it will always be a factor in their inter- 
pretation. 





— 





OUR DANGER 


There is danger that great wealth will produce the opposite of necessity—extravagance, indolence, 


waste, indifference, retrogression, stupidity, failure. 
Elbert H. Gary. 


We must be on our guard against this danger.— 





























Bond Inquiries 





Safe Bonds 


J. C. E,, Rockville Centre, L. I1—There are 
no absolutely safe bonds, in our opinion, that 
yield between 6 and 64%, either among the 
railroads or industrials. 

Among railroad bonds that may be consid- 
ered safe and that have a comparatively high 
yield are Kansas City Southern Refunding 5s 
of 1950 (90), yielding about 5.65%; Virginia 
Railway Ist 5s of 1962 (99%), yielding 5.05%. 

Among the industrials, Liggett & Myers Deb. 
7s, 1944 (127%4), yielding 5.5%; P. Lorillard 
~*~ 7s. 1944 (127), yielding the same, and 

Air Brake Conv. 6s (106), having an 
eel vield of 5.6%, are, in our opinion, 
safe bonds of comparatively high yield. 





West Pacific 5s 


B. C. G, Mount Carroll, Ifl—Western 
Pacific 5s are one of the most attractive of 
the low grade bonds, in our opinion. They 
represent the only funded obligation of the 
road, and are backed by very substantial 
equities. Their position, we believe, will im- 
prove, and we consider them an attractive 
purchase. 





Anglo French External Loans 


B. C. D., State College, Pa—Anglo French 
External Loan 5-year notes, we do not favor 
unless peace in the near future is assured. 
The speculation one takes in buying these 
notes is that the war will be prolonged to a 
point where the credit of even the strongest 
European governments is strained to the break- 
ing point. That is possible, although we do 
not consider it probable. Under the circum- 
stances, however, we do not recommend the 
unsecured obligations of any of the belligerent 
governments as conservative investments. 





Trust Investments 


R. B., Boston, Mass.—Practically the 
only safe form of investment at this critical 
time is in the highest grade bonds or similar 
“se the intrinsic value of which is unques- 
tlonec 

Regarding the investment of a trust fund, 
nearly all of the securities you mention are 
entirely too speculative for the purpose. The 
moment you endeavor to get a yield above 
54%% you assume speculative risks which it is 
not advisable to assume for a trust fund. Some 
States, in fact, limit the investment of such 
funds to stocks and bonds yielding at the out- 
side 5%. If a higher rate is desired certain 
kinds of real estate bonds are acceptable, but 
not stocks. Any of the reorgariization or re- 
ceivership issues, such as American Water 
Works & Electric 5s, St. Louis & San Fran- 
cisco 4s and 5s, Missouri Pacific General 4s, 
are especially undesirable. They are quite 
speculative. Chesapeake & Ohio Convertible 
44s are also speculative, but command a high 
rating. They are safe as to security and in- 
terest, in our judgment, and from that stand- 
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point should be acceptable. American Gas & 
Electric 6% Debentures, or the 6% preferred 
stock, we do not know which you have refer- 
ence to, are both high grade, and if you are 
looking for high yields these securities should 
be all right, provided you strengthen the entire 
investment with high grade and more seasoned 
stocks and bonds with a lower yield. 

We suggest that you read carefully the De- 
cember 23 issue of our magazine, which con- 
tains suggestions as to investments of the 
highest grade and safest securities which are 
practically the only kind we are recommending 
now. 

You should bear in mind in making an in- 
vestment of this kind that it is important to 
distribute your risk by selecting securities 
which will not likely be influenced by the 
same adverse conditions at the same time. 


Ches. & Ohio Convert. 5’s 


H. P. A., Milwaukee, Wis.—Chesapeake & 
Ohio convertible 5’s we regard as an attrac- 
tive semi-speculative investment for the long 
pull. These bonds are convertible into stock 
at 75, and if present prosperity of the Chesa- 
peake & Ohio Railroad is maintained for some 
time longer, it is not unlikely that the dividend 
rate will be increased. In such an event a 
higher price would be justified for the stock 
and it is probable that the conversion pr‘vilege 
would become of value. 





St. Louis S. W. Ist 4s 

B. B. C., Kansas City, Mo—St. Louis & 
Southwestern Ist 4s is a sound bond and we 
should not hesitate to recommend it as a good 
investment. It now appears that the invest- 
ment situation in railroad bonds generally is 
favorable to advancing prices in the better 
grade of such securities and in view of this it 
is quite likely that this bond will sell higher. 





Two Utilities Bonds 

J. B. K., Greensburg, Ind.—Wisconsin 
Edison Conv. 6s are among the best of the 
second-grade bonds, and we can also recom- 
mend these as a fairly attractive business 
man’s investment. The security is high. 

Ohio & Western Utilities Col. 6s are, we 
assume, the security to which you refer as 
Ohio Utilities. We favor this less than the 
above-mentioned bonds, because the factor of 
safety is not so high and the bond is not so 
well secured. It is entitled to a fair rating, 
however. 

Amer. Cities Collateral 5s 

G. K. B., Clarksville, Tenn.—American 
Cities Collateral Trust 5s and 6s cannot be 
rated as high as first grade bonds. They may 
be placed among the best second-grade bond 
issues, however, and in view of the fact that 
the earnings position of the company is im- 
proving and the outlook is optimistic, these 
bonds should attain a higher position. 














Investment Offerings 





[Under this caption we will publish from time to time a list of what we regard as con- 
servative investment offerings by firms of unquestioned reliability. These securities will be 
of the type that should interest investors who regard safety of principal as the primary con- 

sideration in making their commitments.—Editor.] 





PENNSYLVANIA COMPANY, 4%% Gold 
Loan Certificates, due June 15, 1921. Redeem- 
able as a whole only at par and interest on any 
interest date on and after June 15, 1918, upon 
sixty days notice. Guaranteed unconditionally 
as to principal and interest by endorsement 
by the Pennsylvania Railroad Company. Of- 
fered at 101% by Colgate, Parker & Co., 49 
Wall Street, New York City. 


FEDERAL SUGAR REFINING COMPANY 
Three Year 5% Gold Notes, dated January 1, 
1917 and due January 1, 1920. Offered at 985% 
and accrued interest yielding 542%, by A. B. 
Leach & Co. 


CITY OF SAN FRANCISCO 5% Bonds, ma- 
turing serially from 1934 to 1959. Legal in- 
vestment for savings banks in Massachusetts, 
New Jersey and New York. Exempt from Nor- 
mal Federal Income Tax. Offered at price to 
yield 4%% by Hornblower & Weeks, 42 
Broadway, New York City. 


ALABAMA POWER CO. First Mortgage 
5% Bonds, offered at 97% and interest by Har- 
ris, Forbes & Co. Pine and William Streets, 
New York City. The company for the year 
ended October 31, 1916, reported an increase 
in gross earnings of 42% and in net earnings 
of 49% over 1915. 


ST. LAWRENCE & ADIRONDACK 6s, New 
York Central System, offered at price to yield 
over 5%4% by Glidden, Lyon & Co., 5 Nassau 
Street, New York City. 


MILWAUKEE, WIS., 44%2% bonds, due 1926 
to 1936, offered at price to yield 3.80% by Far- 
son, Son & Co., 115 Broadway, New York City. 
These bonds are a legal investment for New 
York, Massachusetts and Connecticut Savings 
Bank and Trust Funds. 


WABASH RAILROAD, secured 4% Gold 
Notes, due May 1, 1920, secured by deposit of 
stocks of the Belt Railway of Chicago and 
American Refrigerator Transit Co. Offered at 

rice to yield sbutk 5.20% by A. B. Leach & 
Co. 62 Cedar Street, New York City. 


STATE OF MARYLAND, 4% Bonds, dated 
February 1, 1917 and due 1920-1931. Coupon 
bonds, $1,000 denomination, interest payable 
February and August. Exempt from Federal 
Income Tax, free from all state, county and 
municipal taxes in the state of Maryland. Legal 
investment for Savings Banks and Trust Funds 
in New York, Connecticut, Maine, New Hamp- 
shire, New Jersey and Maryland. Offered by 
Kountze Brothers, 141 Broadway, and The Na- 
tional City Company, National City Bank 
Building, New York City, at 101 to 102% 
varying with the maturity. 

UNITED WATER, GAS & ELECTRIC CO. 
5% First and Refunding ae Gold Bonds, 
dated September 1, 1916 and September 1, 


1941. Interest payable March 1 and September 
1 in the cities of Boston and New York. Call- 
able on any interest date on 60 days’ notice at 
105 and interest. Coupon bonds, registerable 
as to principal, or fully registered bonds inter- 
changeable. Denominations $1,000, $500 and 
$100. Subject only to $212,500 underlying 4% 
bonds (closed issue), for the retirement of 
which this mortgage provides, these bonds— 
$991,000 outstanding—will be secured by a 
mortgage which will be a first lien upon the 
entire property valued at $2,853,804, this being 
the valuation made to the Kansas Public Util- 
ities Commission by engineers, which Board 
approved the issuance of these bonds. Offered 
at 96 and interest to yield about 5.30% by 
eer & Weeks, 42 Broadway, New York 
ity. 

INDIANA NATURAL GAS & OIL CO. Re- 
funding Mortgage 5% Gold Bonds, issue 
closed at $6,000,000. Due May 1, 1936. Guar- 
anteed principal and interest by endorsement 
by the Peoples Gas Light and Coke Co., of 
Chicago, which has specifically provided for 
their retirement, in the indenture of its gen- 
eral and refunding 5% mortgage of 1913, copy 
of which can be inspected. These bonds are 
an absolute first lien on the entire property of 
the Indiana Natural Gas & Oil Co. which is 
operated as part of the Peoples Gas Light & 
Coke Co.’s system. Offered at 92% and inter- 
est, yielding about 554%, by E. C. Benedict & 
Co., 80 Broadway, New York City. 


MIDDLE STATES WATER WORKS CO. 
First Mortgage 6% Collateral Gold Bonds, 
dated November 1, 1916, due November 1, 
1936. Coupon bonds in interchangeable denom- 
inations of $1,000, $500 and $100 each, regis- 
terable as to principal only. Offered at 100 and 
interest by Halsey, Stuart & Co., La Salle and 
Adams Streets, Chicago, III. 


NEW YORK CENTRAL AND HUDSON 
RIVER R. R., Refunding and Improvement 
4%s, due October, 2013. Offered at 98% 
and interest by Rhoades & Co., 37 Wall Street, 
New York City. 


CITY OF ROCHESTER, 4% bonds, exempt 
from Federal Income Tax and from New York 
Personal Property Tax, State or Municipal. A 
legal investment for Savings Banks and Trust 
Funds in New York. Offered by Hallgarten & 
Co., 5 Nassau Street, New York City. 


COMMONWEALTH POWER COMPANY 
OF NEBRASKA, First Mortgage 6% Gold 
Bonds, dated March 1, 1914, and due March 1, 
1944. Coupon bonds, denomination $1,000, 
$500 and $100. Bonds may be registered or 
registered as to principal only. Payable at ma- 
turity at 105 or callable at any time at 105. 
Offered by Liggett, Hichborn & Co., 61 Broad- 
way, New York City, at 100 and interest to 
yield about 6.15%. 
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Public Utility Notes 





Brazilian Traction, Light & Power.—No- 
vember gross earnings amounted to 6,943,- 
000 milreis, an increase of 607,000 milreis 
over November, 1915, with net of 3,673,000 
milreis, an increase of 233,000 milreis. For 
the 11 months ended November 30 gross 
was 75,229,000 milreis, an increase of 4,642,- 
890 milreis over 1915. and net 41,867,000 mil- 
reis, an increase of 1,164,580 milreis. 


Boston Elevated.—For December the gain 
in gross was $129,700 or 8.26%, bringing 
the increase for the second half of the 
calendar year, which is the first half of the 
road’s fiscal year, across the $500,000 mark. 
The commission created by the legislature 
to investigate the road’s financial condition 
has decided not to approve the proposed 
increase of fare from 5c. to 6c. Commission 
will recommend the taking of the Cambridge 
subway off the Elevated’s hands together 
with the remission of certain franchise and 
compensation taxes amounting in the aggre- 
gate to about $600,000. It will also recom- 
mend that the Public Service Commission 
undertake a thorough investigation and ex- 
amination of the financial condition of the 
company as well as comprehensive study for 
the development and improvement of the 
transportation service and facilities within 
the Metropolitan District. 


Cities Service.—It was stated recently 
that the Cities Service Co. earned for the 
12 months ended November 30 net of $6,272,- 
488. This was the net balance for the com- 
mon stock. The total net available for 
both the preferred and common stock was 
$8,535,370. 


Detroit Edison.—Has listed on the New 
York Stock Exchange $2,645,500 additional 
capital, making total amount listed $19,650,- 
000. The new stock was issued in exchange 
for an equal amount of convertible deben- 
tures issued October 21, 1914. 


Detroit United Railway.—Will offer to 
stockholders this year $2,500,000 of an in- 
crease of $12,500,000 in capital stock to be 
authorized at the annual meeting in Feb- 
ruary. This would be in the ratio of one 
share of the new stock to each five of the 
present stock and, on the basis of the pres- 
ent price of Detroit United stock, rights 
would be worth between $4.50 and $5. An- 
nouncement of issue of subscription rights 
is expected to be made shortly after annual 
meeting. It is estimated that over 16% was 
earned on the stock last year; the dividend 
rate is expected to be increased to 8% this 
year. 


Federal Light & Traction—November 
surplus after charges was $29,578 against 
$27,372 in 1915. For 11 months gross totaled 
$2,271,968 against $2,122,459 in 1915 and sur- 
plus after charges $231,210 against $181,536. 


Kings County Electric & Power.—Has 
notified stockholders of decision to issue 


remaining $2,500,000 of the $5,000,000 6% 
convertible debenture bonds authorized in 
1912, and to give each shareholder right to 
subscribe to $15 of bonds for each share 
owned. Bonds will be offered to stock- 
holders of record January 9 at par and pur- 
chase price is payable, 50% on or before 
se 1, 1917, and 50% on or before June 
1, 1917. 


Montana Power.—Owing to the success 
obtained by St. Paul in the electrification 
of its Mountain Division, it is now proposed 
to eventually electrify the road for a greater 
distance than at first planned, and it is also 
proposed to electrify the Great Northern 
and Northern Pacific roads through the 
mountains, Montana Power Co. will fur- 
nish the power, directly in the first case, 
and in the case of the last two roads taking 
over their own power sites, for which they 
already have concessions, erecting power 
plants and selling the power to the roads 
somewhat lower than the usual rates. The 
company will require new financing to carry 
through such a program. 


Ohio Cities Gas——Combined net earnings 
of the old properties of this company and 
of the recently acquired Oklahoma oil-pro- 
ducing and refining properties after provid- 
ing for all underlying bond interest and 
other charges have been estimated officially 
at $4,968,256 for the year ended October 31, 
1916. After providing for interest and sink- 
ing fund charges there would be left from 
the above balance a surplus of $3,418,256 
for dividends, and after deduction of $472,- 
710 for 54% preferred dividends, there would 
be left a balance of $2,945,546 or 32.6% on 
the outstanding common stock. The com- 
pany is laying out plans for development 
and improvement of its oil and-oil refining 
properties on a large scale. 


Peoples Gas Co.—Has declared the reg- 
ular quarterly dividend of 1%%, payable 
February 24 to stock of record January 2. 


Third Avenue.—Total operating revenue 
for November was $620,188, a decrease of 
$284,663 from November, 1915, while net in- 
come showed a deficit of $272,066 against 
a surplus of $95,952 for November, 1915. 
Total operating revenue for 5 months was 
$3,018,849 against $4,737,432 for 1915, a de- 
crease of $1,718,583. Net for the 5 months 
showed a deficit of $1,150,046 against a sur- 
plus of $500,126 for the corresponding pe- 
riod of 1915, 


Western Power Corporation of New 
York.—Declared a regular quarterly divi- 
dend of 1% on the preferred stock, payable 
January 15 to stock of record December 30. 

Western Union—Earned a balance of 
slightly over 12.5% for its stock in the 
fiscal year to December 31, 1916. This 
compares with share profits of 10.19%, 
1915; 5.33%, 1914; and 3.24%, 1913. 
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Public Utility Inquiries 





Public Service of N. J. B. R. T. 


P. M. E., New York City.—Public Service 
of New Jersey stock is speculative and there 
is more or less doubt as to the permanency 
of its dividend. We do not recommend it as 
a permanent investment .at this time, as there 
are many other more attractive public utility 
stocks available. 

Brooklyn Rapid Transit is a very risky 
speculation in our judgment. The company 
is earning a small margin over its dividend 
requirements, and the effect of the opening 
of the new subways on its finances is extreme- 
ly uncertain. We do not suggest that you 
hold this stock. 

Union Gas & Electric 

W. N. B., Chicago, I1l—The Union Gas & 
Electric Co. of Bloomington, Ill, has shown 
a steady and fairly satisfactory growth over 
the last,six years, and the balance of surplus 
available for dividends each year has shown a 
steady increase also. We regard the Preferred 
as a fairly conservative business man’s invest- 
ment, and the Gommon, although more specu- 
lative, is reasonably attractive. 


American Cities Co. 

S. J. B., Pawtucket, R. 1—American Cities 
Company is steadily strengthening its position. 
Owing to the present prosperity in the South, 
where it operates street railways, gas and elec- 
tric properties in various of the principal 
cities, we believe that the outlook for the 
company is promising. There is no recent 
official information available as earnings. The 
indications are, however, that the company 
is showing an improvement in this respect, and 
it is believed that the improvement is large 
enough to warrant the restoration of dividends 
to the regular 3% semi-annual rate. It, there- 
fore, appears that the management was con- 
servative in declaring only 142% at the begin- 
ning of this year. That is the same as the 
previous semi-annual payment in June of last 
year. The preferred stock is a good, long pull 
proposition, in our opinion, but we do not re- 
gard the common as very attractive around 
current prices. 

We desire to correct any possible misappre- 
hension you may have as to the statement 
about this company made in our issue of July 
8th, 1916. The statement you refer to ap- 
peared under “Notes on Public Utilities.” This 
department, as well as the Railroad and In- 
dustrial Digest, The Oil Notes and Mining 
Digest, contain condensations of the latest 
news regarding the companies mentioned. The 
items are not to be considered official unless 
so stated. Neither the Macazine or WALL 
Street nor the authorities by whom the var- 
ious items are prepared guarantee them, but 
they are selected with the utmost care, and 
only from sources we have every reason to 
believe are accurate and trustworthy. 

News is of importance in judging the value 
and position of securities, but it should be 


weighed by an investor in relation to all other 
factors. ‘THE MAGAZINE OF WALL Srreet en- 
deavors to intelligently interpret news for its 
readers and invites their inquiries when they 
are in doubt. ; 


Brazilian Light & Traction 

B. B. K., Cambridge, Mass.—The fact that 
the earnings of the Brazilian Light & Trac- 
tion Company are showing decreases in Can- 
adian currency does not reflect an unfavorable 
condition in the company’s affairs, so far as its 
actual operations are concerned. Decreases 
are due to depression in exchange rates. After 
the war, exchange will doubtless return to 
normal, and then the comparisons will be in 
favor of the company just as they are now un- 
favorable to it. We do not think that a loss 
should be taken on this stock now, if one is in 
a position to hold it. The company has re- 
cently been financed and its immediate needs 
taken care of. Earnings are ample to 
permit of the continuance of the dividend. 


Philadelphia Co. 

K. M. R., Atchison, Kansas.—Philadelphia 
Company is an attractive semi-speculative in- 
vestment at its present price. Earnings of the 
company are showing a steady increase, which 
resulted in increased dividends on the common 
stock last May from an annual rate of 6% to 
a 7% basis. The excellent showing for the 
year was due not only to the increased busi- 
ness which came to the company. from the 
great industrial activities around Pittsburgh, 
but also to a reduction in operating costs. The 
company has, in recent years, spent a great 
deal of money for improvements and better- 
ments, and its entire property is in excellent 
physical condition. 

Cities Service 

C. B. D., Drummond, Wis.—Cities Service 
Pfd. is an attractive permanent investment, in 
our judgment. This stock is in a very strong 
position. Its dividends are covered by a large 
margin of earnings and its position may be 
considered quite secure. The common, al- 
though earning big money now, must be con- 
sidered somewhat speculative. 


Western Union 

J. B. C.,, Taos, New Mexico.—We still re- 
gard Western Union as rather risky, because 
this company’s very large surplus profits are 
undoubtedly due to conditions brought about 
by the war and cannot be expected to continue 
after the close of the war. That the company’s 
management does not expect them to continue 
is indicated by the declaration of an extra 
dividend in the last quarter, instead of an in- 
crease in the regular rate. It might prove in- 
advisable for you to close out the stock at 
the market, however, at the time you get this 
letter. The best course would probably be 
for you to place a stop loss order of two or 
three points to limit your risk and watch your 
opportunity to take advantage of a strong spot. 
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‘Copper After the War 


An Expert’s Analysis of the Copper Situation and Prospects 
for the Metal—American Production and the Situation 
in Germany—The Readjustment Process Which 
Must Take Place 





Edited by BARNARD POWERS 





HILE the public interest for the 
last two and a half years has been 
concentrated on the abnormal 

conditions created by the war, and while 
we have seen with amazement what enor- 
mous quantities of metals are being ab- 
sorbed by the belligerent Entente Powers, 
with whom our trading relations remain 
undisturbed, the speech of the German 
Chancellor in the Imperial Parliament 
on December 12th and the issuing of 
peace notes to the various belligerents, 
have suddenly turned the financial dis- 
trict’s attention to a consideration of 
conditions as they will be found at the 
end of the present struggle and upon the 
restoration of normal, peaceful condi- 
tions. Most predictions in this direc- 
tion are going to be somewhat off the 
mark because the strict censorship main- 
tained in the various belligerent countries 
has prevented us and does prevent us 
from gathering definite information. 

However, as far as copper is con- 
cerned, we have certain indications which 
are worthy of consideration 


1916 Copper Production 


The production of copper in the 
United States during 1916 reached 2,- 
250,000,000 pounds, which is more than 
the whole world produced prior to the 
war; the last available statistics being 
for the year 1913. The enormous in- 
crease in production, particularly in this 
country, and also in Japan and Chile, 
was absorbed in spite of our inability 
to supply our best custamer — Ger- 
many—by the enormous increase in the 
demand for the war purposes of the En- 





tente Allies. According to the En- 
gineering & Mining Journal the world’s 
production of copper in 1916 is estimated 
at 1,396,097 metric tons as against 1,- 
006,000 metric tons in 1913. This is an 
increase of 390,000 metric tons. Ger- 
many aud Austria, which we will call 
hereafter the Central Powers, imported 
during the year 1913 approximately 
250,000 metric tons. The year 1916 has 
thrown on our hands, therefore, the ex- 
cess of production plus the deficiency in 
the demand of the Central Powers, a 
total of approximately 640,000 metric 
tons or very close to 1,400,000,000 
pounds per annum, or more than 100,- 
000,000 pounds per month. 

Judging by the development of the 
copper production during 1916, the fa- 
cilities of the American refineries 
reached their maximum just about at the 
turn of the year 1916, and production is 
probably running at the present time at 
the rate of over 225,000,000 pounds per 
month in this country. Estimates made 
by various experts indicate that more 
than one half of the entire American 
production of 1916 has been used for 
war purposes, partly for material manu- 
factured in this country in finished or 
semi-finished products for the Entente 
Allies, and partly in the form of exports 
of refined copper in crude form to the 
Entente Allies. It appears, therefore, 
that when the war is over a quantity of 
100,000,000 to 150,000,000 pounds of 
copper per month will be released, and if 
so released, will press on the market. 

It is reasonable to assume that during 
the war the peaceful industries of the En- 
tente Allies have been sadly neglected. 
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Therefore, it seems that with the restora- 
tion of normal conditions, England and 
France whose consumption of copper in 
the last peace year of 1913 amounted to 
approximately 250,000 metric tons, will 
promptly resume the work which was 
partly discontinued at the outbreak of 
the war, and in order to carry on this 
work they will have to draw upon the 
supplies on this continent. As far as 
England is concerned none of the indus- 
trial enterprises have been or are likely 
to be destroyed on account of the opera- 
tions of war. As far as France and 
Belgium are concerned, while a few 
plants were in the fighting zone, reports 
received indicate that no serious damage 
was done to such plants. The flow of 
copper into these channels is, therefore, 
going to continue without much inter- 
ruption. 
Stores of Copper Abroad 

Another question, which we are not 
able to answer exactly is how large the 
stores of copper in the hands of the En- 
tente Allies will be at the termination 
of the war. We know that during 1916 
large quantities of refined copper have 
gone abroad, and we know that for the 
first 6 months of 1917 a quantity of ap- 
proximately 100,000,000 pounds per 
month has been contracted for shipment 
to the Entente Allies. We have reason 
to believe that not all the copper shipped 
during 1916 and to be shipped during 
1917, is going to go into consumption as 
fast as it arrives on the other side, but 
that the Entente Allies, in view of the 
submarine danger, have considered it 
advisable to accumulate a certain quan- 
tity of copper, in order to be protected 
against the emergency of a temporary 
cut-off of supplies. If the war should 
come to an end some time during the first 
half of 1917, or during a period during 
which the purchases of the Entente Al- 
lies are as large as for the first half of 
1917, it will most ‘likely be found that 
England, France, and presumably Rus- 
sia and Italy, will have on hand enough 
copper to supply their peaceful de- 
mands for a few months at least. 

The Central Powers have been in an 
entire different situation. They were cut 
off from all supplies practically from the 
beginning, ead quantities which have 


gone into Germany and Austria since 
the outbreak of the war are negligible. 
These countries, therefore, were forced 
to rely upon their home production plus 
any stores of raw or manufactured ma- 
terial or scrap which might have been 
found within their boundaries at the 
commencement of the struggle. These 
stores have been generally underesti- 
mated. The metal industries of the Cen- 
tral Powers absorbed before the war 
about 300,000 tons of copper per annum, 
and owing to the fact that only about 
one sixth of this quantity was being pro- 
duced within the boundaries of these 
countries, the manufacturers were com- 
pelled to carry liberal supplies in their 
yards or in warehouses located in these 
countries on account of the possibility of 
a delay of transatlantic shipments. In 
fact, it must be borne in mind that all 
copper and brass mills are compelled to 
carry large supplies of raw materials in 
their yards unless they are in the fortun 
ate position of our American manufac 
turers who are within a radius of a few 
hundred miles of the producing refin- 
eries. Calculations made indicate that 
brass and copper mills located as far 
away from the source of production as 
those of the Central Powers are carrying 
in normal times and have to carry about 
a six months’ supply, and this stock of 
copper was probably found within the 
boundaries of the Central Powers at the 
outbreak of the war and has been used 
during the war. In addition to this all 
possible sources of supply have been 
drained. Mines which would not pay in 
normal times have been reopened and 
the countries have been carefully search- 
ed for scrap material, etc., and finally 
when all this supply turned out to be in- 
sufficient, such copper material which 
had gone into industries, buildings, etc., 
and which could be readily replaced by 
other materials, was drawn upon to pre- 
vent a shortage of ammunition. 

It is evident, under the circumstances 
that upon the termination of the war 
the supplies of unrefined copper, of scrap 
or any other substitute, will be ex- 
hausted or more than exhausted, and 
that in addition a large demand will have 
been created for the replacement of such 
products made of copper and brass 
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which are needed for the restoration of 
the peaceful industries of the Central 
Powers. The normal state of affairs 
within the boundaries of the Central 
Powers will not have been re-established 
until the various mills of the countries 
have again a stock of a six months’ sup- 
ply on hand, or, if we assume a continu- 
ation of the demand as prior to the war, 
until 150,000 tons of copper are once 
more accumulated within the boundaries 
of the Central Powers. We have seen 
above that the Central Powers were pro- 
ducing prior to the war only one-sixth 
of the copper that they were using. We 
have reason to believe that the mines 
which were opened within the boun- 
daries of the Central Powers during the 
war are of an ephemeral character and 
will be closed down when prices reach 
a more or less normal level. We have, 


therefore, to count upon a demand from 
the Central Powers of 20,000 metric tons 
of r per month, or say about 50,- 
000,000 pounds, and in addition to this 
quantity we will have to supply them 


with 150,000 tons, or say 330,000,000 
pounds in order to fill up the gap and 
put their industries once more on a safe 


basis. 
A Gradual Process 


It seems impossible for many reasons 
that this entire quantity can be shipped 
over immediately after the close of the 
war; shipping facilities will be lacking, 
the financial strain upon the Central 
Powers will be too great and last and not 
least, unless the war should end at a 

iod which will find us in this country 
in an entirely different condition than at 
present, we will not have the supplies 
which we could spare for the Central 
Powers. It, therefore, must be assumed 
that the process of putting the metal in- 
dustries of the Central Powers on a 
peace footing once more will be a slow 
and gradual one, and we may assume for 
the purpose of these deliberations that it 
will take 6 months to replenish the stores 
of copper of the Central Powers. If 
this assumption should prove true, the 
demand of the Central Powers for the 
first 6 months after the war would be 
approximately 100,000,000 pounds per 
month, or somewhat less than the pres- 
ent demand for war purposes on the part 


of the Entente Allies. In other words, 
if the war shéuld come to a stop.on th: 
Ist of July, when most of the present 
contracts of the Entente Allies expire, 
and provided no new contracts have 
been made on the part of the Entente 
Allies, the amount of copper which will 
go to the Entente Allies during the first 
6 months of 1917 would go during the 
second half of the year to the Central 
Powers, while such copper which is 
going at present to the industries in this 
country for the purpose of being manu- 
factured into finished or semi-finished 
war material, will have to find another 
outlet. In this calculation it is assumed 
that the Entente Allies will find them- 
selves with sufficient copper on hand for 
some months, so as not to draw. on our 
supplies at all; it is further assumed 
that the consumption of copper for do- 
mestic purposes in this country will not 
undergo any expansion; and finally that 
the demand of copper for peaceful pur- 
poses on the part of the Central Powers 
will be more or less the same as prior to 
the war. If all this be true and if our 
production should not increase beyond 
the present level, the equilibrium be- 
tween demand and supply now existing 
would continue for a reasonable period 
after the war. 

The careful reader of these estimates 
will readily discern certain sources of 
possible error in this calculation. Let 
us point them out. 

The first question is whether or not 
the Central Powers will absorb at the 
end of the war the quantities of copper 
which they did prior to the war. In 
regard to this it must be borne in mind 
that the Central Powers, and particularly 
Germany, prior to the war was a large 
exporter of manufactured articles of 
copper and that presumably a part of this 
export business has been lost to Ger- 
many, at least temporarily, and has been 
corralled by other countries, particu- 
larly the United States. According to 
figures available, nearly one-half of the 
imports of copper into Germany was 
used in the manufacture of export ar- 
ticles, and the question arises then 
whether our calculations for the peace- 
ful demand of the Central Powers should 
not be reduced by this quantity of ex- 
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ported copper manufactures. It prob- 
ably should, but it probably should also 
be replaced by the extraordinary demand 
within the boundaries of the Central 
Powers for replacement, and we are still 
justified in believing that the entire ca- 
pacity of the German industries will be 
taxed for the first 6 or 12 months of 
restoration and that the consumption of 
copper will, therefore, not be less than 
it was prior to the war. A warning 
should be sounded in this connection to 
American manufacturers who have con- 
quered some export markets formerly 
supplied by Germany that very soon after 
re-establishment of peace they will en- 
counter serious competition on the part 
of the German manufacturers, who will 
bend every effort to regain their markets. 
The latter have brought their plants and 
equipment to the highest efficiency dur- 
ing the war, because of the demands 
made upon them by the German military 
authorities. 


Governmental Control 


The other source ot possible error in 
the above calculations will be found in 


the possibility, nay, probability, of control 
of business by the governments of the 


various countries. We are particularly 
interested in this instance in a possible 
interference by the governments of the 
Central Powers. The exchange rates on 
the Central Powers have suffered se- 
verely during the war owing to the in- 
ability of these countries to export. If 
we should assume an export of 100,000,- 
000 pounds of copper per month for the 
first 6 months to the Central Powers at 
a price of 25 cents a pound, there would 
be a drain of $150,000,000 on the central 
banks of these countries which might 
not suit their governments and financial 
leaders, especially because imports for 
other purposes, above all food supplies, 
may appear more imperative than the 
restoration of the metal industries. It 
would not surprise us, therefore, to find 
at the termination of the struggle a strict 
control exercised on all materials going 
to the Central Powers. It might * in 
our power to alleviate this situation if 
our bankers were willing to extend 
liberal credits to the bankers and in- 
dustries of the Central Powers, so as to 
postpone the date of ultimate payment 


for such imports until a period when the 
Central Powers have resumed their nor- 
mal export business and can have created 
a new medium of exchange, thereby pre- 
venting a flow of gold from within their 
boundaries. 


Production in the United States 


The third source of doubt must be the 
question of production of this country, 
which means the production of refined 
copper in the North and South American 
continents. As stated above there is 
reason to believe that the maximum pro- 
duction was reached about at the end of 
last or beginning of this year. Accord- 
ing to the figures of the Engineering & 
Mining Journal, the producing capacity 
of the United States, including such sup- 
plies which do not have to be elec- 
trolytically refined, at the beginning of 
1917 appears to be approximately 2,800,- 
000,000 pounds, or at the rate of about 
230,000,000 pounds per month. There 
are no indications of any further material 
increase and particularly if the readjust- 
ment of prices which is now going on 
continues, it is bound to have a good ef- 
fect and will prevent refiners from add- 
ing to their present refining capacity. 

The final source of possible error lies 
in the conditions which will prevail in 
the countries of the Entente Allies at the 
end of the war. The strict censorship 
does not allow us to form a definite 
opinion on this subject, but judging by 
recent indications it seems likely that all 
the people will try to resume normal 
business within a comparatively short 
time after the war. 

Our conclusion from these considera- 
tions is that if the end of the war does 
not occur until after a period of long 
hesitation or a long armistice, the read- 
justment of demand and supply will 
not be very severe, in fact it will be more 
or less a replacement of the demand of 
the Central Powers for the demand of 
the Entente Allies. The price of copper 
will, in all probability, adjust itself 
gradually to more normal levels as the 
urgency of the demand decreases. 

All the above deliberations have dis- 
regarded the probabilities of an ex- 
pansion of domestic business after the 
war and after a more normal price of 
copper has been established. 











Chesebrough Manufacturing Co. 


How a Trade Mark Insures Profits for One of the “Littlest” 
S. O. Companies—“Vaseline” the Most Valuable 
Word of Its Kind in Existence 





By R. HARRIS LESLIE 





ELATIVELY speaking, “Vaseline” 
is probably the most valuable 
Trade Mark in existence. It is the 

sole property-of the Chesebrough Manu- 
facturing Co., Cons., one of the “littlest” 
of the former Standard Oil Subsidiaries. 

The Chesebrough Co. does not put 
any value on this asset, although it may 
be regarded as one of the chief in- 
gredients of its success. It is the pivot 
on which rests the earning power of the 
company. In fact, its power to attract 


and hold business is so absolute that if 
it were taken away from its owner and 
given to a competitor, the former would 
be reduced to comparative poverty in a 
day. The latter’s fortune would be made 
with equal suddenness, even though his 


product was vastly inferior. Such is the 
value of one word in the business of one 
concern. 

It should not be inferred, however, 
that the only factor in the success of the 
Chesebrough Co. is the magic little 
Trade Mark. Like all of the other 
Standard Oil companies, the Chese- 
brough Co. is efficiently and intelligently 
managed. The personnel of the manage- 
ment is of as high an order of intelli- 
gence and business sagacity as can be 
found. The stockholder may rest as- 
sured, even though he knows little about 
the financial results of the operations of 
his company, that his best interests are 
always being served. 


What is Good Will Worth? 


Standard Oil officials have never 
stooped to stock-jobbing schemes. Chese- 
brough is one of the most conservatively 
capitalized companies in the Standard 
group when the permanent and increas- 
ing value of its good-will is taken into 
account. Let us suppose for the sake 
of argument that it was intended to re- 
capitalize the company according to mod- 
ern methods adopted in the flotation of 
some of the motor and tire stocks. We 


do not know what the actual earning 
power of the company is, but we can 
make a safe estimate, as will appear 
later, that net profits are close to the 
half million dollar mark yearly. That 
sum would equal 10% on a capital of 
$5,000,000. Give your genial promoter 
these figures and the valuable piece of 
good-will represented in the ownership 
of “Vaseline,” allow him to use his im- 
agination and watch him develop aston- 
ishing possibilities, such as $5,000,000 
convertible 7% preferred stock of $100 
par value and 1,500,000 shares of com- 
mon stock of no par value; the preferred 
to be offered at 95% and accrued divi- 
dends, and the common to be under- 
written by a syndicate at $37 a share 
and offered to the public at the ridic- 
ulously low price of $42 a share. The 
present capitalization of the Chesebrough 
Co. is 15,000 shares of $1,500,000 par 
value. Up until six months ago there 
were only 5,000 shares of $500,000 pa: 
value: Since 1900 the company has dis- 
tributed a total in cash dividends of over 
550%. 
About “Vaseline” 

Since its Trade-Mark is such an im- 
portant factor in the company’s success, 
it should be of interest to consider some 
of its characteristics. Few people who 
go into a store to buy a bottle of “Vase- 
line” know that the word is a Trade- 
Mark, pure and simple, and they do not 
therefore appreciate its significance. 
There is no other word just like it in the 
English language. It is unique. To my 
knowledge, the nearest approach to 
“Vaseline” is “Kodak,” but “Kodak” 
falls short of possessing the most im- 
portant element of value in a trade-mark. 
Usage has robbed it of the quality which 
makes it possible for an intending pur- 
chaser to walk into a store and ask for it 
without the danger of the “something 
just as good” suggestion. It is a singu- 
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lar fact that “Kodak” has come into such 
universal usage that the word is now 
generally accepted as describing all kinds 
of cameras, and is classified as a noun 
in the dictionary, although it was orig- 
inally an adjective. Likewise “Vase- 
line” is classified as a noun because usage 
has made it that. But fortune has played 
the Chesebrough Co. just the opposite 
trick from that perpetrated on the East- 
man Kodak Co., for in America, at least, 
“Vaseline” is commonly regarded as the 
only product of its kind which meets 
certain of our requirements. It has prob- 
ably never occurred to most of us that 
any one of a hundred petroleum re- 
fineries might turn out practically the 
same product if they could sell it to us 
under a different name. 

They do not attempt to compete to any 
great extent with Chesebrough, because 
they realize how expensive it would be to 
undertake in America to dislodge an idea 
so deeply rooted. 


This record speaks for itself as to the 
steady increase in earning power. If we 
may judge anything at all from the gen- 
erally accepted ideas as to the principles 
governing the dividend policy of the 
Standard Oil companies, we may safely 
conclude that Chesebrough has, on the 
average, paid out only about 50% of its 
earnings to stockholders. By that rule 
the company is now earning at the rate 
of about 30% or $450,000 per annum on 
its present $1,500,000 capital stock. 

There is, however, good reason to sup- 
pose that the company is sailing closer 
to the wind now than in ordinary times. 
In its foreign operations there is a con- 
siderable element of uncertainty while 
the war lasts. The company is undoubt- 
edly making big profits from the sale of 
goods in Europe, but some of these profits 
are due to a demand which may not out- 
last the war, while others are held back 
for the present on account of the un- 
favorable exchange market. 








TABLE I 
RANGE OF STOCK. 


1914 
High Low 
695 620 


1913 
Low 
645 


1912 
High Low High 
900 «= 600 705 


1917 
High Low 
450 400 


1916 
High Low 
500 8 *302 


1915 
High Low 
750 650 


*New stock, capital increased from $500,000 to $1,500,000, June, 1916. 








What Is the Earning Power? 


The Chesebrough Co., as before stated, 
does not give the public an insight into 


its finaneial affairs. The balance sheet 
shown herewith is one that was brought 
forth in the dissolution proceedings, and 
it is presented more as a curiosity than 
anything else. However, by piecing to- 
gether the little information we have on 
the financial history and policy of the 
company, it is possible to arrive at con- 
clusions of some value. 

The company’s dividend record since 
1900 is as follows: 


.3%4% (on new capital) 
November 29. 3% (on new capital) 


About the time the stock dividend was 
declared last year it was stated on good 
authority that Chesebrough was earning 
enough to continue dividends at the old 
rate on the new capital. That would 
have called for $600,000 a year. It is 
known for a certainty that the company 
has spent large sums in the last two years 
in increasing its refining capacity to take 
care of the heavy growth of business. 
These extraordinary expenditures are 
said to have been at least $65,000 in 1915 
and $200,000 last year. 


War Business 


Chesebrough products include a very 
wide variety of medicinal and toilet prep- 
arations in addition to the popularity 
known “Vaseline.” The war has created 
a big demand for all of the company’s 
medicinal products which are being used 
in the hospitals and on the battlefields. 

Moreover, the war has been of im- 
mense advertising value to the company. 
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From the very outset “Vaseline” has been 
greatly sought by the soldiers. The com- 
pany hit on the happy scheme of dis- 
tributing small sample bottles to the re- 
cruits, and especially recommended that 
it be used for sore feet. Of course, a 
small bottle would not last a “rooky” 
very long, but he got just enough satis- 
faction from usng a little of it to make 
him buy a full-sized bottle. The British 
government itself seemed to be in league 
with the company to help it get business, 
which, of course, it was not. However, 
the following extract from an article en- 
titled “Useful Tips for Volunteers,” is- 
sued with the approval of the British 
War office and published broadcast in 
the papers throughout Great Britain, was 
in a way the most valuable piece of ad- 
vertising the cOmpany ever got regard- 
less of cost: 
“A tin of ‘Vaseline’ affords the best 
relief for sore feet; anoint the soles of 


the feet and between the toes before 
marching in the morning. ‘Vaseline’ 


unenlightened portion of the population 
has very little familiarity with modern 
medicinal preparations. The company’s 
agents are doing educational work among 
this class of people. They are reaching 
even the smallest communities. Dog 
teams are used to carry “Vaseline” into 
the remotest parts of the country. The 
useful and attractively put up packages 
of “Vaseline” products have hit the popu- 
lar fancy, and wherever they are infro- 
duced there is a growing demand. 

The difficulty of making shipments 
from this country, on account of the war, 
has, of course, been a big drawback. But 
the company has managed to get enough 
goods through Archangel to make it 
worth while. 


Chesebrough’s Growth Steady 


The Chesebrough Company’s growth 
has not been of the spectacular variety, 
nor has the company’s business been sub- 
ject to sudden periods of depression like 








TABLE II 


CHESEBROUGH FINANCIAL 


STATEMENT. 


(Latest Rendered.) 


1906 
$1,111,710 
Current liabilities ... 20 


1905 
$1,004,325 
37,659 
227,574 


1903 
$837,726 

38,788 

28,729 


1904 
$862,479 
33,387 
120,154 








is perhaps the most useful extra a 
man can carry. In addition to pre- 
venting or erasing blisters on feet, it 
alleviates pain and helps cure slight 
cuts and abrasions on hands, etc., 
which, under war conditions of 
shortage of washing water, may de- 
velop.into most painful, if not serious, 
wounds.” 


The Russian Drive 


In 1913 Chesebrough invaded Russia 
and started a campaign to introduce its 
preparations into that country. The plan 
met with almost instantaneous success. 
The original sales organization was rap- 
idly enlarged and developed. It now 
consists of an active sales force of about 
300. The company is expanding its busi- 
ness in Russia even with the war going 
on. Some idea of the possibilities for its 
growth may be had when we consider 
that the Russian empire has a population 
of nearly 200,000,000 people, almost 
double that of the United States. The 


that of other of the Standard Oil com- 
panies. Its business is of the steadily in- 
creasing, all-the-year-round kind. Hence 
the stability of dividend payments. These 
features entitle the stock to an unusually 
high investment rating. In fact it stands 
at the very top of the Standard Oil list 
in that respect. 


The Speculative Possibilities 


But the stock is not without consider- 
able speculative possibilities also. I am 
informed by the best of authority that 
the company has an enormous surplus 
compared with its capital. Stockholders 
may look forward to future stock divi- 
dends or handsome extra cash distribu- 
tion. 

Chesebrough is the kind of stock for a 
man to buy and lock up. He may do so 
with confidence as to the future en- 
chancement in the value of his invest- 
ment, 











Mining Notes 





Alaska Gold.—In December milled 196,495 
tons of ore, assaying an average of $1.22 a 
ton, against 167,600 tons in November as- 
saying $1.13 and 158,000 tons in October, 
assaying $1:32. The December extraction 
was 81.54%; loss in tailings 23c. a ton. 
Company has issued statement showing 
1,888,869 tons of ore treated, an increase of 
70% over 1915. The gross value was $1.23 
a ton compared with $1.15 in 1915, recovery 
of gold 81% compared with the same in 1915 
and the net value a ton $1.01 against 93c. 
The theoretical profit on the foregoing op- 
erations is worked out at $566,661, available 
for interest of $180,000 on $3,000,000 bonds. 


Anaconda Copper.—December production 
was 29,000,000 pounds against 25,500,000 in 
November and 31,500,000 in October, the 
high month of the year. Operations at the 
mines are now again at capacity. The com- 
pany has purchased smelter site on Spo- 
kane River near Spokane where electrolytic 
zinc plant will be built for treatment of zinc 
ores from Douglas and other mines in 
Coeur d’Alene. 


Boston & Montana Development.—Con- 
struction of 35-mile railroad running from 
Divide, Montana, to Elkhorn properties of 
this company has been started. Company 
is constructing 500-ton mill. 


Butte & Superior.—December production 
was 15,500,000 pounds of zinc concentrates, 
an increase of 342,000 pounds over Novem- 
ber. Silver production was 315,000 oz. 
against 312,000 oz. in November. 


Canada Copper Company.—British Co- 
lumbia Copper Co., a subsidiary, contem- 
plates construction of 200,000 ton daily ca- 
pacity mill and 13-mile railway to connect 
concentrator with the mines at Copper 
Mountain. Approximately 11,000,000 tons 
of low grade ore have been developed in a 
new porphyry property at Copper Moun- 
tain, according to an official reort. 


Cerro de Pasco.—December production 
was 5,000,000 pounds of copper compared 
with 5,700,000 pounds in November and 
6,000,000 in October. 

Chile Copper.—Total production in 1916, 
first full year of operations for this com- 
pany, was 45,114,000 pounds. While no offi- 
cial statements have been given out, it is 
reported that net profits were close to 
$7,500,000 and that operations in recent 
months have produced profit of nearly 
$1,000,000 a month. Nothing definite has 
been decided as to new financing, but a large 
bond issue is expected to be made. It is 
now stated by copper authorities that while 
the company expected to reach a production 
basis of 10,000,000 pounds a month by the 
summer of 1916, it now appears that it 
will be doing very well to reach that output 
by next summer. 


Chino Copper. — Produced 6,906,024 


pounds in November, a decrease of about 
21,000 pounds over October production and 
of about 400,000 pounds over September 
production. 


Cresson Consolidated Gold Mining & 
M .—Net profit on ore reserves as of 
Nov. , amounts to $4,179,538, compared 
with $4,219,939 on Nov. 1. Company had 
cash in bank as of Jan. 8, 1917, of $1,048,225 
and in addition about 95 cars of ore in tran- 
sit and at the mill of an estimated net value 
of $80,000. Important new discovery has 
been made recently in stope No. 1303. 


Goldfield Consolidated.—Produced  30,- 
000 tons of ore from which $15,137 net earn- 
ings were realized in November. Develop- 
ment work during month aggregated 1,705 
feet at cost of $5.63 a foot. 


Greene-Cananea.—Total production in 
1916 roundly 60,000,000 pounds and approxi- 
mately as large as any other year in the 
company’s history. Greene-Cananea’s aver- 
age monthly earnings have been running 
between $600,000 and $700,000. Costs have 
been high because of extraordinary taxes 
levied which it is understood have amounted 
to 2%c. and 3c. a pound of copper produced. 


Granby Consolidated.—For first 5 months 
of current fiscal year earned $2,400,000, figur- 
ing unsold copper at 25c. a pound, while the 
earnings were actually $2,600,000, as copper 
transactions“were made at a higher price. 


Hollinger Consolidated Gold Mines.— 
Earned dividend with a narrow margin in 4 
weeks ending December 1. Operations are 
still handicapped by scarcity of labor and 
high costs of supply. Mill was operated but 
90% of capacity, but tonnage treated was 
the second best in the history of the com- 
pany, being over 50,000 tons, having an aver- 
age value of $8.78 a ton. 

Inspiration Consolidated.—December pro- 
duction was 10,400,000 pounds against 10,- 
600,000 in November and 11,300,000 in Oc- 
tober. Year’s output totaled 122,000,000 
pounds, costing about 8%c. a pound and 
sold on a copper market which averaged 
about 25c. a pound. Annual report, how- 
ever, will base earnings on copper actually 
sold last year, so that, while the theoretical 
production profits were $22,000,000, the in- 
come statement will not show that much, 
as it is estimated that about 40,000,000 
pounds of copper were sold that were not 
delivered. 

Isle Royal.—Copper rock tonnage is being 
maintained at highest point and the copper 
contents are now running a little better 
than 13%c. per ton. 

Kennecott Copper.— Produced in 1916 
111,536,000 pounds of copper from its Alas- 
kan properties, thus becoming fourth largest 
individual copper mining company in the 
United States. Production of Braden mines, 
of which company owns control, was 44,- 
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671,000 pounds in 1916. Kennecott’s Decem- 
ber output was 6,806,000 pounds against 
7,080,000 pounds in November and 7,300,000 
pounds in October. 


Kerr Lake.—Silver production in De- 
cember was 190,160 ounces against 215,840 
ounces in November and 210,073 in October. 


Miami.—Produced in December 4,622,273 
pounds of copper, a decrease of about 300,- 
000 from November, which was the high 
record monthly production. Total produc- 
tion of year was approximately 53,000,000 
pounds, an increase of 10,000,000 over 1915 
and 20,000,000 pounds over 1914. Plans un- 
-der way should bring 1917 production to 
over 60,000,000 pounds. It is estimated that 
earnings last year reached about $12 a share 
and the maintenance of the present $8 divi- 
dend rate through 1917 is anticipated. The 
dividend rate has been increased to $8 by 
the declaration of 50c. a share extra in addi- 
tion to the regular quarterly payment of 
$1.50 a share, payable February 15 to stock 
of record February 1. 


Mohawk. — December production largest 
in company’s history, amounting to 2,016,- 
000 pounds against 1,980,000 pounds in No- 
vember, indicating a total production for 
1916 of about 15,000,000 pounds, or slightly 
below 1915. 

New York & Honduras Rosario Mining.— 
Declared regular quarterly dividend of 3% 
and extra of 2%, payable January 27 to stock 
of record January 17. 


Nevada Consolidated.—November produc- 
tion was 7,047,486 pounds against 8,676,327 
— in October and 8,360,180 pounds in 

eptember. 


Ray Consolidated —Produced in Novem- 
ber 7,164,736 pounds of copper against 
7,590,038 in October. Production is now on 
the basis of 85,000,000 pounds per annum. 


Seneca Copper.—Secured control of 
Gratiot property adjoining and a series of 
development tunnels are being run from the 
Gratiot to the Seneca property, in an effort 
to locate the Kearsarge lode. 

Shannon Copper.—About 70% of copper 

roduction is sold ahead for 6 months at 
Bysc. a pound better for the output of the 


first quarter of the year than was received 
for the first quarter of 1916 and about the 
same amount above the average for 1916, 


which was 26%c. December output was 
977,000 pounds compared with 926,000 in 
November and 757,000 in October. Output 
for 12 months ended December 31 was 
9,659,500 pounds against the output for only 
6 months of 1915 of 5,745,000 pounds. Regu- 
lar quarterly dividend of 25c. a share and 
extra of have been declared payable 
January 31. 

Shattuck Arizona—Output in December 
was 1,419,339 pounds of copper against 
1,535,723 pounds in November. Total cop- 


per production for year was over 18,000,000 
pounds. It is estimated that annual report 
will show earnings of about $8.50 a share 
for 1916. 


Standard Silver Lead.—Operations at mine 
proceeding satisfactorily and shipments of 
accumulated zinc concentrates to Anaconda 
zinc plant have started. Understood that 
this material runs better than 40% zinc and 
23% silver a ton. Anaconda’s Electro Proc- 
ess recovers the silver, lead and zinc. Com- 
pany has discontinued monthly dividend 
payments in favor of quarterly disburse- 
ments. 

Tennessee Copper & Chemical.—Until 
various suits and other difficulties which re- 
mained to be settled when the Tennessee 
Copper Co. was taken over by the Ten- 
nessee Copper & Chemical Corporation are 
finally disposed of, it will be impossible to 
make a report on earnings or financial 
standing. It is expected that the Russian 
claim for $1,150,000 will be compromised for 
a much smaller sum. Energetic efforts are 
being made to rehabilitate the property and 
put the company’s affairs in shape. Copper 
production in 1917, it is estimated, will run 
between 11,000,000 and 12,000,000 pounds, 
and sulphuric acid production over 200,000 
tons. The ultimate acid capacity will be 
300,000 tons. Estimating earnings conserva- 
tively on production basis of 12,000,000 
pounds of copper and 250,000 tons of acid, 
the net yield for the stock should be ap- 
proximately $1,000,000 a year, or $2.50 a 
share, on the 400,000 shares of the Ten- 
hessee Copper & Chemical Corporation. 
Since copper output is sold up until mid- 
summer at high prices and the company is 
steadily increasing its production, this is 
believed to be a minimum estimate. 

_Tonopah Belmont Development.—Com- 
bined statement of operations of this com- 
pany and Belmont Milling for quarter ended 
November 30 shows total receipts of $641,- 
591 against $526,355 in previous year, net 
earnings of ,375 against $186,826 and 
total net income ef $308,340 against $196,180. 

United Verde—With last monthly pay- 
ment has distributed 18 consecutive month- 
ly dividends of 75c. and in addition paid in 
1916 seven extras of 75c. each. 

United Verde Extension.—Declared a reg- 
ular quarterly dividend of 50c. a share last 
month and voted to spend $2,500,000 in 
building a smelter and 6 miles of railroad. 
The company has been paying as high as 
$100,000 a month for freight on its ore ship- 
ments. It has nearly $3,000,000 cash in 
treasury besides $2,000,000 in bills receivable 
for copper sold. 

Utah Sopparspecomibes production of 
less than ,000,000 pounds was smallest 
during 1916. Work has been suspended on 
new leaching plant owing to extremely cold 
weather. Snowstorms have interfered with 
the resumption of full operations. 
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Miami Copper 


C. B. C., Rahway, N. J.—Miami Copper has, 
of course, benefited materially with the rest of 
the coppers by the high price of metal. The 
salient feature of Miami, in our judgment, is 
that it has limited ore resources, and unless 
new bodies are opened up, this mine has neces- 
sarily only a limited time to run. It, of course, 
is well known that Miami has sold below $30 
a share in a normal copper market, and we see 
no reason why it should not do so again. It is 
well to remember that the time to buy copper 
stocks for investment is when the price of the 
metal is low. We are of the opinion that you 
would do well to get out of your stock on a 
substantial rally, or, at least, limit your risk 
with a stop-loss order of 3 points, as we con- 
sider the coppers to be selling on a speculative 
basis at present. 


Butte & Superior 


O. S. A., Albany, N. Y.—Butte & Superior 
earnings are being derived principally from its 
zinc production. Zinc prices are abnormally 
high, due to conditions brought about solely 
by the war. Before the war Germany, Austria 
and Belgium together supplied about two- 
thirds of the world’s requirements, whereas 
now this supply is shut off and the United 
States, which formerly supplied only about 
one-third of the total requirements, is now 
producing as much as was produced by the 
entire world before the war. You can imagine 
the effect of the release of the central Euro- 
pean supplies at the close of the war. 

The earnings and dividends and high and 
low prices of the stock for 4 years have been 
as follows: (Stock prices for 1916, New York 
Stock Exchange; other years, Boston Stock 
Exchange). 


Earnings Dividends 
1916. ..$31.00(Est.) $34.00 
1915... 33.37 : 18.00 
1914... 5.21 2.25 40H 24 
1913.... 3.47 ae 45 18% 


From the above it is apparent that the com- 
pany has been paying out its surplus cash to 
stockholders. Lower zinc prices and reduced 
production will probably mean a suspension 
of the extra dividend payments. The regular 
rate of $5 a share quarterly may be main- 
tained, especially if silver prices remain high 
after the war, as is likely, for Butte is deriving 
considerably above its normal income from 
silver production. 

This, however, is the most optimistic ex- 
pectation and is by no means a certain one, 
so that we are inclined to the opinion that a 
Price of between 45 and 50 thoroughly dis- 
counts the stock’s post bellum investment 
value. At the current quotation the specula- 
tive possibilities are attractive, provided the 
war continues, but we should recommend that 
a purchase of the stock be protected with a 
stop order and that you recognize you are 
assuming’ a considerable risk in buying. 


High Low 
105% 41% 
80 35% 


Copper Stocks 


P. C. B., Philadelphia, Pa—As to Chino, 
Nevada and Chili Copper, also Cerro de Pasco, 
we recommend that you take advantage of the 
first substantial rally in the market to close out 
these holdings. The copper stocks generally are 
still selling on a speculative basis in our judg- 
ment, and these issues are likely to go very 
much lower following the close of the war, 
owing to conditions of an unfavorable nature 
which may then develop in the copper indus- 
try. In fact the trend of copper metal prices 
now appears to be downward. At all events, 
the crest of the copper boom has been reached, 
in our judgment, and sooner or later there is 
bound to be an era of low copper metal prices 
and low prices for the copper stocks. 


Alaska Juneau 


P. L. C., Kansas City, Mo.—There are good 
people behind the Alaska Juneau, and the 
property, we believe, is a good one. Eventu- 
ally it should be developed on a basis to show 
very substantial returns to the stockholders 
and justify considerably higher selling prices 
for the stock. 

We regard it as a fairly attractive specula- 
tive mining investment to hold for, say, two 
or three years. 


Silver Stocks 


The net losses in operating of Standard 
Silver Lead that have been noticeable during 
the past few months are attributed mainly 
to the fact that the company has been unable 
to dispose of its full production of zinc con- 
centrates. It is understood, however, that the 
company has recently entered into a contract 
with Anaconda, and in the October report is- 
sued December 11, Secretary Hussey an- 
nounces that shipment of the accumulation of 
3,000 tons of zinc concentrates will begin im- 
mediately. The value of this accumulated ton- 
nage is estimated at $90,000 net. 

On account of the long distance from the 
transfer office and the great amount of detail 
connected with monthly dividend disburse- 
ments, it was decided at the last regular meet- 
ing of the directors to make all future dividend 
disbursement quarterly. Dividends have been 
paid regularly at the rate of 24%c. a month. 

Iron Blossom is a good silver mining specu- 
lation, in our opinion, and the stock has pos- 
sibilities of appreciating considerably in value, 
we believe. Its present dividend rate is 40c. 
per annum, and extras from time to time. 

McKinley-Darragh-Savage, Ltd., is a liqui- 
dating proposition. The dividend rate is 12c. 
a share per annum. The mine has been pretty 
thoroughly prospected, and the chance of dis- 
covering new ore bodies of any great impor- 
tance is slight. We are of the opinion, how- 
ever, that the stock has possibilities, in view 
of the favorable situation and outlook for the 
silver market. 
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Oil Notes 





Cosden & Co.—Rumored that this com- 
pany and Cosden Oil & Gas Co. are to be 
made the nucleus of a new oil combine to 
be the largest independent company in the 
United States. 


Federal Oil. Co.—Reports the completion 
of the 17th successive well on the company’s 
John Shause lease in the Irvine field, Ken- 
tucky. All of the wells are said to be good 
ya an average daily production of 100 bar- 
rels. 


Houston Oil Co.—Reports for the year 
ended September 30, 1916, total receipts of 
$1,624,189, an increase of $12,238 over the 
eres year and a surplus after dividends 
o y 


Magnolia Petroleum Co.—Has purchased, 
according to information received by the 
“Oil Trade Journal,” all the property, in- 
cluding the production, oil on hand, tanks, 
etc., and other properties of the McMan 
Oil Co., of Kansas and Oklahoma, except 
its restricted department leases. The price 
reported paid is $35,000,000. The properties 
transferred will embrace a large number of 
oil producing leases from which there is a 
production of approximately 25,000 barrels 
of oil a day, and about 80,000 acres of leases 
and approximately 2,000,000 barrels of oil 
in storage. 

Ohio Oil Co.—On January 8 this company 
announced an advance of 10c. a barrel in 
the price of crude oil in its territory. This 
was the second advance of 10c. since the 
first of January. The advance brought the 

rice of North and South Lima crude to 

1.78 a barrel and of Illinois and Princeton 
grades to $1.82. 


. CngeEeaiey Oil Co.—Has been organ- 
ized by the Oklahoma Producing & Refin- 
ing Co. to operate its half interest in this 
property, the other half interest in which 
is owned by the Sinclair Oil interests. 


Sequoyah Oil—Declared the regular 
monthly dividend of 1% and an extra divi- 
dend of %%, payable January 20 to stock- 
holders of record January 10, 


Sinclair Oil & Refini Corporation.—A 
syndicate composed of New York banking 
interests has been formed to underwrite the 
issue of stock which has been provided for 
the conversion of these bonds. It is esti- 
mated that the company should close its 
first year on April 30, 1917, with a surplus 
of approximately $5,000,000 after making 
due allowance for depreciation all charges 
and dividends. On January 8 the company 
announced an advance of 10c. a barrel in 
the price of Oklahoma crude oil to $1.70 a 
barrel. This was the second time in ten 
days that the company had taken the lead 
in advancing prices of crude. 


Standard Oil of Indiana—Advanced the 
price of gasoline in its territory lc. a gallon 
to a basis of 18%c. a gallon in Chicago. 


Standard Oil of New York—Has an 
nounced an advance of Ic. in the export 
price of refined oil and of %c. in all grades 
in packages. 


The Texas Company.—Announced an ad- 
vance of 10c. a barrel in the price of Cush 
ing grade of crude oil to $1.85, following 
the advance to $1.60 in the price of Mid- 
Continent crude. 








Oil Inquiries 





Pierce Oil 

J. C. B., Springfield, I1l—The reference 
made to an “involved position” in the inquiry 
on Pierce Oil which you refer to had to do 
with the connection between that corporation 
and the Pierce-Fordyce Oil Association, which 
it virtually controls, but which is operated as 
a separate company. The reason for this is 
that the Texas slature has declined to con- 
sent to the merger of the two companies. It 
has been given out by the Pierce Oil Corp. 
officials that they expect to get the necessary 

rmission from the State of Texas at some 
uture date. Meanwhile the Pierce Oil Corp. 
holds 90% of the outstanding Pierce-Fordyce 
certificates of beneficial interest, thereby giving 
it control of the business of that company. 
These certificates have been deposited as ad- 
ditional security for the Pierce Corp. $10,000,- 
000 gold note issue. The situation is an in- 
volved one, not only because it is uncertain 
as to whether or not the Pierce-Fordyce 
Association will ever be taken over by the 
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Pierce Oil Corp., but also because it is not 
known cn what basis it may be taken over. 
The Pierce Corp. has been giving out state- 
ments of combined earnings of the two com- 
panies, as though these would furnish a good 
guide to stockholders as to how much was 
being earned on the Pierce Corp. stock. Such 
statements are almost meaningless, because of 
the fact above stated, that it is not known on 
what basis the Pierce-Fordyce Oil Associ- 
ation will be merged with the Pierce Corp., 
if indeed the merger is ever brought about. 


Texas Co. 

J. M. J., Ray, Arizona.—Texas Co. is, in our 
judgment, one of the most attractive specu- 
lative investment stocks listed on the New 
York Exchange. You have cause to congratu- 
late yourself for having been a holder of this 
stock, so long as you have received very hand- 
some returns on your investment. If we were 
in your position we would certainly continue 
to hold the stock. 
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Indiana Pipe Line 
I. R., Greensburg, Ind—Indiana Pipe in 
our opinion should liquidated expecially by 
holders who have a profit. While the yield 
on this stock is high at its present price, the 
reason it sells relatively low is because its 
possibilities are limited, and in fact it is very 
likely that its business has reached the limit 
of growth. You would do much better, in our 
opinion, to liquidate this stock and purchase 
one of the refining or producing company’s 
stocks whose possibilities are almost unlimited, 
such as Standard Oil of New Jersey. 


Buckeye Pipe Line 

M. C. W.—Caney, Kans.—Buckeye Pipe 
Line’s business this year has been better than 
for some time, and the company will probably 
earn a margin over its dividends. The possi- 
bilities here are limited. So much more at- 
tractive possibilities are offered by the pur- 
chase of the stocks of the Standard Oil pro- 
ducing and refining companies, that it is not 
worth while, in our opinion, to tie up money 
in the pipe line issues, even if the present re- 
turns on the investment in the shape of cash 
dividends are larger. 


Midwest Oil 


H. C. D., Detroit, Mich—We recommend 
that you hold Midwest Oil. Although the 
stock is speculative, we believe that it has 
possibilities of going higher, since, as you 
say, the back dividends will probably be 
cleared up on the preferred stock in Febru- 
ary and moreover, because the oil situation 
is very strong and in the event of peace, it 
bids fair to develop further strength. 


Merritt Oil 


B. K. E., Youngstown, O.—Merritt Oil is a 
new stock introduced to trading on the Curb 
a few days ago. This company operates in 
Wyoming, where it is doing a very profitable 
business we understand, and it is marketing 
its oil through Standard subsidiaries. The 
stock was brought out by the same people who 
introduced Midwest Refining and Sapulpa, and 
the fact that they have sporisored these and 
other successful companies is in favor of the 
stock. We are inclined to regard it as a fairly 
attractive speculation. 


Cosden Oil & Gas 


R. C. K., Washington, D. C.—Cosden Oil & 
Gas Pfd. is protected by an ample margin of 
earnings, and we regard the stock as being in 
a strong position. Its speculative possibilities 
are somewhat attractive, as it is convertible 
into common stock at the rate of three shares 
of preferred for one share of common. If the 
common sells above 18 or 20, this conversion 
privilege should add considerably to the 
present market value of the preferred stock. 


Standard Oil Stocks 


D. T. S., Kennebunk, Me.—Standard Oil 
stocks have indeed had a remarkable rise. 
We hesitate on that account to recommend 
the purchase of certain of these issues, al- 
though we believe that overa period of years 
they will sell a great deal higher than the 
present level, even, that is, that a stock- 
holder buying them now and holding should 
eventually receive very handsome profits, 
either through the appreciation in market 
price or by receiving large dividends. But they 
are a wealthy man’s investment and they 
should not be purchased, in our opinion, by 
anyone who is not prepared to carry them 
through a sharp decline. The foregoing ex- 
pression of opinion, of course, has particular 
reference to the stocks you name. There 
are a few of the Standard Oil stocks, among 
which are Standard Oil Company of New 
York, which you mention, and Standard Oil 
Company of New Jersey, which have not yet 
had the advances they are entitled to, in our 
judgment. Both these companies will be ben- 
efited to a very large extent by the close of 
the war because of their ability to handle a 
huge export business. The Standard Oil Com- 
pany of New York, for instance, has a won- 
dertul distributing organization in China. Its 
export business to that country has "been se- 
verely curtailed since the outbreak of the war. 
first, because adequate shipping facilities were 
not available; and, secondly, because the high 
freight rate made it necessary to advance 
prices for kerosene oil, which is the chief 
article of petroleum product consumed in 
China, to a prohibitive level, so far as a great 
army of consumers is concerned. 

The Standard Oil Company of New Jersey, 
as you doubtless know, has world-wide inter- 
ests. Its business should receive a tremendous 
impetus with the opening up of foreign mar- 
kets after the war. 


Four Oil Stocks 


R. L. T., Independence, Kansas.—Of the 
stocks you mention, we favor in the order 
named: Standard Oil of New Jersey, Atlantic 
Refining, Texas Co., Cosden Oil & Gas Com- 
pany. 

These we believe can be purchased or held 
in anticipation of enhancement in market 
value, following the close of the war. It is 
probably unnecessary for us to say that fluc- 
tuations may be wide in such stocks as these, 
but we think that their position and prospects 
warrant the expectations that they will event- 
ually be established at a very much higher 
price level. 

Tidewater Oil must be regarded more as an 
investment issue and speculative possibilities 
are not so — in this stock as in the others. 
We do not favor Tidewater at its present 
price as an investment, because we think the 
quotation is high enough to have discounted 
favorable developments of the immediate 
future. 
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Buying and Selling Zones 


A Valuable Indicator for Investors and Long Pull Operators, 
Telling When and How to Act 





By THOS. L. SEXSMITH 





HERE is a time to buy and a time 
to sell securities. To determine 
the proper time for action in the 

market is the engrossing study of 
many. Yet there is also a time to do 
nothing in a market way, except to 
stand aside and await developments. 
It is the purpose of this article to in- 
dicate, by means of a simple graphic 
ilustration, the periods in the long 
swings of prices when action is to be 
recommended, the kind of action most 
desirahle to take, and when to remain 
out of the market entirely. 

Many people base their market com- 
mitments upon study of fundamental 
statistics and give little or no consid- 
eration to other determining factors. 
This is particularly true of the in- 
vestor class. Whatever the limitations 
of such study, and the imperfection of 
the results obtained, it cannot be de- 
nied that market operations based on 
any kind of study have greater chances 
of success in the long run than those 
of the average public, which are based 
on tips, newspaper gossip and the like. 


Price Movement Reflects Conditions 


But, after all, we must not lose sight 
of the fact that the real business of 
the stock market is to anticipate com- 
ing developments. It is the dividend 
which may or may not be paid next 
month or next year which is to influ- 
ence coming markets, today’s and to- 
morrow’s, not dividends already paid 
or passed. Therefore, even though 
we may know accurately present funda- 
mentals, and are clever enough to es- 
timate their influence in a market 
sense, we are still quite in the dark. 
What we want to know about funda- 
mentals is precisely what we want to 
know about the market. Not what 


pertains today, since that is a matter 
of record purely, but what of next 
week, next month or next year? 

_ Yet the study of fundamentals has 
its proper place in the business of in- 
vestment and speculation. As one of 
the means to an end it is at least in- 
teresting. The plan for determining 
advantageous times to buy and sell 
given here has nothing directly to do 
with such study. But if it is once un- 
derstood that the map of the market 
is very close kin to the map of the 
country’s business condition, it will 
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readily be seen that the market is it- 
self one of the best known indicators 
of current fundamental. conditions. 
That point admitted, it seems but a 
step in the right direction to go to the 
market, then, for evidences of coming 
change both in the state of funda- 
mental business conditions and in the 
major trend of prices. The best in- 
dicator is to be had in an accurate rec- 
ord of past markets, and the best 
measurement of such work which the 
writer knows of is the daily 50 stock 
averages published each morning by 
the New York Times. In the graphic 
which accompanies this article the av- 
erage monthly closing prices of these 
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valuable averages have been plotted 
for the period beginning January 1911 
and continued down to date. 


Striking Price Fluctuations 


The highest figure entered on the 
graphic is slightly below 100, and the 
lowest is somewhat below 60. The 
extreme figures for the price move- 
ment given were 101.51 for high, made 
November 20, 1916, and 57.41 for low, 
made July 30, 1914. These figures do 
not appear on the graphic because the 
average monthly closing price only is 
plotted. The extent of the price swing 
of the averages, as indicated on the 
graphic, is about 40 points. During a 
movement of 40 points on an aggre- 
gate of 50 stocks, many of the indi- 
vidual stocks used in making up the 
aggregate will move several times as 
many points as the average movement 
of all. That is because some stocks 


are much more active than others. 
Take a few of the leading stocks and 
compare their prices at the bottom of 


the 40 point average swing with their 
recent quotations while the averages 
held up between 95 and 100. The com- 
parison is interesting. 


COMPARATIVE TABLE OF ACTIVE 
STOCKS 


July 30, Nov. 20, 
1914 1916 
50 stock 50 stock 
av’g’s av’g’s, 
101.51 
Anaconda Copper 
American Smelting 
American Beet Sugar 
American Locomotive 
American Writing Paper, Pfd. 
Crucible Steel 1 
Central Leather 
Beatin, Ts 0.06tc cases coscece 
Rep. Iron & Steel 
Studebaker Co. ..........-++- 20 
U. S. Steel 
Utah Copper 
Readin 
Union 


It will be seen that the movement 
of approximately 40 points in the av- 
erage figures meant, in this specific 
case, a change from the depths of pan- 
icky depression to the height of boom 
times. In July, 1914, when the low 
prices quoted above were registered, 


the exchanges of the world were closed 
to avoid utter demoralization. Ours, 
alone of the great exchanges, was open 
for business at the time. And the war 
panic came along after six years of 
slow liquidation. It was a spectacular 
wind-up to a condition which had for 
a long time been drifting from bad to 
worse, 

Such periods have vast importance 
in the making of market history. This 
one is a mile-post in the historic course 
of American securities. It is extremely 
doubtful if any possible combination 
of adverse circumstances could now 
bring about a decline in security values 
which would equal the average figures 
made at the time of the outbreak of 
the European war. For that reason 
we are quite safe in entering that fig- 
ure at the bottom of our proposed 
guide for the investor. Below that is 
possible in the future, but not prob- 
able. The normal line of growth, and 
the heavy accrued equities of the pres- 
ent prosperity period should take care 
of that. 


Investment Requires Patience 


The swing from the low point to the 
high required about two years, Dur- 
ing that period the fundamental con- 
dition of the country underwent an 
astonishing change. From a low point 
at the outbreak of the war, our exports 
as early as the summer of 1915 had 
broken all previous records. By the 
recent year-end excess of gold imports 
over exports had reached the enorm- 
ous total of over three billions of dol- 
lars. Beyond extremes it is seldom 
profitable to go. Wise investors who 
bought securities back as early as 1913 
sold them before the high prices of the 
fall of 1915 melted in the reaction into 
the summer of 1916. Some held on un- 
til the fall of 1916. Patience is the in- 
vestor’s most indispensable aid. Equipped 
with patience, a grain of good judg- 
ment, and a guide such as is here 
presented, anyone with capital to em- 
ploy can be assured of obtaining sat 
isfactory results. All that is required 
is that he keep the average prices en- 
tered in their proper position as in- 
dicated by the scale figures furnished, 
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and to be guided in his market opera- 
tions by the suggestions accordingly 
as shown by the four “zone” classifica- 
tions on the graphic. 
Top and Bottom 

The extreme top of the selling 
“zone” as given and the extreme bottom 
of the buying “zone” represent, respec- 
tively, the height of an unprecedented 
period of earnings and prosperity and the 
bottom of an extended epoch of depres- 
sion. The latter was marked at its 
climax by the precipitation of the most 
momentously disrupting event of mod- 
ern times. The short time, compara- 
tively speaking, required to make the 
change from one extreme to the other, 
is evidence that the movement itself 
took on something of the element of 
a convulsion. It was abrupt, to say 
the least. Great forces were set in 
motion by the movement, forces which 
will continue to move for years to 
come, and continue, also, to influence 
the course of security prices. But all 
forceful movement tends towards the 
gradual reduction of its violence, and 
it may be expected, in the natural de- 
velopment of the market in the com- 
ing years, that the average market will 
have a tendency to swing back and 
forth well within the “zone” ranges in- 
dicated by the course of prices in the 
past two or three years, with the suc- 
ceeding.swings lessening somewhat in 
extent. 

A Future Guide to Action 


Whatever may prove to be the exact 
extent and duration of the market 
swings of the future, the “zone” guide 
will tell when it is proper time to pur- 
chase for investment, when it is selling 
time, and when it is best to forget all 
' about the fact that such an institution 
as the Stock Exchange exists. By plot- 
ting the monthly averages and draw- 
ing lines just above the top and below 
the bottom, and then drawing three 
parallel lines at equal distances apart, 
our guide is ready with the exception 
of writing in the “zone” indicators. 
There are four of these, the two in be- 
tween the top and bottom are waiting 
or neutral “zones,” when the investor 


who is long at the bottom or if he so 
pleases, short at the top, does nothing 
but watch his profits mount up. That 
at the bottom is the buying “zone,” and 
any time in the future during which 
the average market may work down 
into the limits of this “zone,” investors 
and long pull operators may begin to 
place their scale purchase orders in the 
hope of building up a good line before 
the tide again turns up, as it will be 
certain to do eventually. 

The top “zone” is the selling area. 
Whenever aveiage prices rise into this 
zone (at the present writing they are 
in the process of recovery from the 
first large decline to come since the re- 
cent large bull market began early in 
1915) investors will do well to take 
profits on any stocks picked up on 
“bargain days” such as came the other 
day on the “verge of war” statement 
of a high government official. In this 
selling “zone” has taken place one of 
the largest distributive movements 
ever accomplished in the market. 


A Buffer Against Higher Prices 


The extensive distribution of stocks 
from one class of ownership to another 
and relatively weaker one, which took 
place inside the price boundaries of this 
“zone,” is the investor’s guarantee that 
prices will eventually react far away 
from even its lower boundary line. 
Therefore he will wait until the prom- 
ise of the selling “zone” has been ful- 
filled by prices eventually approaching 
buying limits once again before he will 
decide that time to buy for keeps is at 
hand. 

And, even if he does not rely upon 
the “zone” guide entirely, and no one 
is expected to place his whole reliance 
in any one source of helpfulness when 
there are so many of value available, 
he will find by occasional reference to 
it that it will prove to be an excellent 
chart and compass of the market, from 
which he can always take his market 
bearings, and in so doing obtain a clear 
idea of the relation of present markets 
with those of the past. 

Such knowledge is necessary and 
valuable at all times. 
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Talk No. 7—The Learner—(c) On Averages 





By “B.” 





VERY speculator is interested in the 
E position and action of the market, 
or of some section of it, taken as 
a whole. This has naturally led to tak- 
ing a mathematical average of a number 
of prices and using the resulting figure 
as a basis of observation or comparison. 
Under appropriate conditions the pro- 
cess can be made to afford useful results. 
Averages are more dependable in cer- 
tain ways than the consideration of their 
constituent items, provided that the in- 
formation sought is such as can be re- 
liably indicated by that means. 

This limitation is important. People 
do not always stop to consider what 
price-averages really are, and they per- 
sist in using them for purposes to which 
they are not adapted. The injury thus 
done is not merely the negative one of 
failing to obtain a benefit. It occasions 
real impairrhent of the judgment (and 
pocket-book) of many a speculator. 

People are accustomed to speak of cer- 
tain features of the market (with more 
or less direct reference to price-aver- 
ages,) along one or other of two lines of 
thought. They are saying, for example, 
that the market has had a big advance, 
or that the rails have not done so much 
as the industrials. Averages can tell us 
more or less about such matters as these 
—and tell us a good deal about various 
other things which are of more real 
value to the speculator, many things, in 
fact, which are not easily observed in 
any other way. 


Fallacy of Averages 


But people also refer to price-levels 
in another way, and do not seem to 
realize that they are talking about an en- 
tirely different class of ideas, in respect 
of which price-averages are useless in 
any case, and generally misleading as 
well. They compare prices in the aggre- 
gate, numerically, with the average that 
obtained at some former epoch. For in- 
stance, they are saying right now that 
the rails have not done much as yet, and 
that the average of rail-prices is low as 
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compared with the mark set in 1912. 
Some even compare the existing price- 
level of these stocks with the levels which 
obtained in 1906 and 1909. 

The fallacy of this latter way of using 
averages becomes so evident the moment 
any serious thought is given to the mat- 
ter that it would seem rather unnecessary 
to discuss it at all. I would, in fact, not 
take the space, were it not that I con- 
stantly see people using averages in pre- 
cisely this way—and making commit- 
ments based on such comparisons. So 
perhaps a few words of caution may be 
worth while. 

Averages of the prices at which trans- 
actions have been made can evidently 
indicate nothing as to the surrounding 
circumstances, or as to the status of their 
component items. Consequently, the 
only information they could give us in 
any event is confined to one of two 
things: (a) The comparison of the price- 
level (as deduced from the average of a 
given list of stocks) with the level, simi- 
larly deduced, that existed at some other 
period; (b) The consecutive changes of 
price-level, day by day, as shown by one 
and the same average. 

These are totally dissimilar applica- 
tions of the principle of averaging. In 
one case we are proposing to use them 
as a means of comparing prices (as be- 
tween two epochs) for the sake of the 
numerical comparison itself. In other 
words, we are attempting to find out how 
much higher or lower prices are at the 
time of making the comparison than they 
were at the earlier time. In the other 
case we employ averages for the purpose 
of observing the way in which the exist- 
ing move is progressing from day to day, 
or at some other relatively short and 
consecutive intervals, and the actual 
figures employed are of quite secondary 
importance. 

Importance of Price Levels 

Price-levels are of practical impor- 


tance to the speculator in one of two 
ways: (a) He has some commitments, 
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and requires to know whether he had 
better hold on confidently, (protected by 
suitable “stops,” if he be wise!) or be on 
the lookout for a reverse move; (b) He 
wants to enter the market, and has to de- 
cide whether or not it is time to buy or 
to sell and, to a certain extent, whether 
the outlook is for a moderate swing or 
for a big move. 

Now the fact of the matter is that, in 
arriving at his decision in regard to these 
points, he has to be guided by the exist- 
ent facts of the situation, and very 
slightly, if at all, by any reference to the 
price-levels of former epochs. Certainly 
his views should scarcely be appreciably 
influenced by deductions made from 
price-averages relating to any epoch 
earlier than the commencement of the 
main move existing at the time. I refer, 
of course, to the underlying main move, 


for example, the current move, at the - 


time of writing, is the upward one dating 
back to the beginning of 1915. What 
little weight, if any, more distant price- 
levels can possibly have in judgment- 


forming evidently diminishes as we pass 
down from the broad-guage speculator’s 
(or the investor’s) point of view to the 


needs of the in-and-out trader. The 
latter has no concern at all with such 
studies, and I doubt if they are of real 
value even to the investor or speculator. 

All the broad-guage information that 
can possibly be afforded by price-aver- 
ages dating back to previous epochs is too 
general to be of practical value. It is 
possible to say, for instance, that prices 
were up in 1902, 1906 and 1909, and 
down in 1903 and 1907, and that after 
1909 there was a setback in 1910, and 
a rally in 1912. After that, the main 
decilne was resumed and lasted till the 
outbreak of the war. Present prices 
show a considerable advance from the 
lows of 1914-15. 

The indefinite nature of the above 
‘statements is obvious, but it is about all 
that we can get by the use of price-aver- 
ages in this connection. The only useful 
conception of “highness” or “lowness”’ 
of prices, whether separate or combined 
into an average, is not a question of 
comparison between the present and 
some former epoch, but a matter of the 
present outlook for the future. Prices 


are high at any given level if they are in 
danger of falling from that level before 
advancing materially, quite irrespective 
of the numerical value that happens to 
exist. The rails were not high in 1906, 
for instance, just because the Dow- 
Jones averages made 138. The average 
made 138 at a time when the rails were 
high! 
A Case in Point 


To show how this comparison of prices 
with old records works in some minds: 
I was talking with a man the other day 
about the rails and their price-prospects. 
He said that Union “ought” to go to 170. 
That is, in fact, a quite common estimate 
for it, nowadays. His reason was, 
partly, at all events, that 170 corre- 
sponded to the old high record, roughly, 
seeing that the status of the stock had 
changed in the interim. Now, suppose 
that the existing epoch ends, and Union 
has not, in fact, risen above 153, which 
it reached lately. If a setback in the 
market comes from this present level, 
Union certainly won’t go to 170. But 
my friend, having about sixteen perfectly 
good and sufficient reasons why it ought 
to go there, is going to find it hard to pry 
himself loose of it on a moderate decline 
from present prices, and admit that his 
estimate of its possibilities was falsified 
by the event. He is much more likely 
to hold on, on the chance that the fruition 
of his hopes is only delayed. 


The attempt to compare current price- 
levels with those of any former epoch, 
definitely, by means of any average 
figure (or, for that matter, by compari- 
son of the price-levels of the component 
stocks), is not only useless but imprac- 
ticable. Not only is the speculator con- 
cerned with the present (and not writ- 
ing a history of the market), but he 
cannot produce a. definite figure for some 
past epoch which will compare with a 
figure representing the current price- 
level. 

Many publications, daily and periodi- 
cal, give averages, nowadays. Some of 
them employ a limited number of stocks, 
but for the most part they take anywhere 
from twenty-five to fifty. And for the 
most part they keep before their readers’ 
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eyes the supposedly corresponding aver- 
ages of former epochs. With the idea, 
apparently, of furnishing an all-round 
guide to the position of the market, most 
of these averages are made from a mixed 
selection of stocks; i. e., they do not 
confine themselves to stocks of one class, 
such as the rails or the coppers. This 
is, as I see it, a fundamental error, and 
ignores an important characteristic of 
the market as it exists. 

Undoubtedly, a “rail” average, or a 
“copper” average has a logical excuse, 
but it is difficult to see that mixed aver- 
ages are of much utility. The tendency 
of the market is to segregate stocks into 
groups, each of which moves more or 
less as a unit in point of activity, direc- 
tion and time of culmination, but quite 
frequently does not move simultaneously 
with other groups. 

Even Assuming the desirability of 
making a numerical comparison between 
price-levels of widely separated epochs, 
the average of commerce would not fill 
the bill. Various allowances and ad- 
justments would have to be made, and a 
large amount of personal judgment im- 
ported into the matter, and when it was 
all done, we wouldn’t have a figure that 
was within seven miles of being reliable! 

Things to Allow For 


Some of the things we would have to 
allow for are the following: 

(a) Numerous stocks which were 
prominent and influential at one time 
were inactive, non-existent, or of greatly 
changed status, marketwise, at the other. 

(b) The figures made at any date are 
not comparable, because they simply 
represent the fortuitous average of 
prices that happened to be made on some 
one day, whereas we are, in this con- 
nection, concerned with the epoch-figures 
of each and every component, and these 
are neither made simultaneously nor in 
the same order at each epoch. For in- 
stance, the highs of 1906 were spread 
over more than a year, and the highs of 
the present time were made at various 
dates beginning last September. In 
fact, one considerable group of stocks 
reached its record figures last year. 

(c) The prices usually discussed are 
extreme prices, whereas we are chiefly 
concerned with the distribution or ac 


cumulation—level at the different 
epochs. Union, for instance, sold at 219 
in 1909, but its real distribution-area 
was, roughly, between 210 and 200; a 
fair estimate for a comparison figure 
being 206. 

(d) The surrounding conditions to 
which I have referred are, or always 
have been, so overshadowing an 
influence that the figures representing 
mere prices based upon transactions are 
ludicrously non-comparable. At the 
present moment, for instance, let us think 
of the war-stocks, the industrials and the 
rails separately. If we should take an 
average of ten stocks of each class and 
try to make a comparison with the epoch 
of the 1912 high, using for our datum- 
line the outside range between the ex- 
treme high of 1906 and the panic low- of 
1907, we can call the existing figure a 
percentage advance above the low. 

The figure of the rails works out as 
98, and that for the industrials is 127! 
When I undertook to make a similar 
figure for the war stocks, the results I 
got were such that I had to remember 
that the MaGazINE oF WALL STREET is 
not a comic publication! 

But, even if the existing price-level of 
the rails were actually 93, and of the in- 
dustrials 127, what would it amount to? 
The industrials are not high because the 
figure is a higher one than that of 1906, 
nor are the rails low because their figure 
is lower than that of the same period. 
If the outlook is for a further rise of in- 
dustrials (as to which I am, of course, 
saying nothing), then 127 is not a high 
figure, and if the rails are due to have a 
setback, then 93 is a high figure. 

I have, in this Talk, been warning 
against the use of averages in one par- 
ticular way, i. ¢., against their use in 
comparing the price-levels of different 
epochs. Somewhat similar objections 
exist to their use as a means of numerical 
comparison at all. In fact that is not 
what they are really fitted for. Their 
use is twofold, (1) To show the rate 
of change of price-level from day to day, 
and the breadth of the market, and (2) 
To afford indications of the technical 
position. For these purposes they are 
of the highest value. 

(To he continued.) 
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COMBINED AVERAGES OF FIFTY B.R. & INDUSTRIAL STOCKS. 








MARKET STATISTICS . 
readtb 


Dow Jones Avgs. 50 Stocks (No. 
20 Inde. 20 Rails High Lew Total Sales = Issues) 


Monday, Jan 1....... STOCK EXCHANGE CLOSED (New Year’s Day) 
Tuceday, “  2......- 96.15 105.41 89.40 88.25 905,600 216 
Wednesday, “ 3....... 99.18 105.76 90.09 88.57 1,151,800 226 
Thursday, “ 4....... 97.15 105.02 90.46 88.56 1,405,300 245 
, Go Waker 96.16 104.70 88.71 8753 917,500 228 

Se ee, RR 96.75 104.74 88.40 87.36 380,800 182 
Mendy, “* 6....... 96.40 104.83 88.49 87.34 571,800 208 
Tuceday, “ 92....... 97.64 104.56 88.53 8754 596,100 199 
Wednesday, “ 10....... 95.70 103.34 88.20 8651 897,700 213 
oe 96.02 103.11 87.35 85.99 986,300 223 

Se | eeeeee 95.75 103.41 8753 86.70 620,100 194 

i Tséocad 95.13 103.48 06.74 86.21 216,800 156 
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The Study of the Tape 


The student of tape reading, especially he who puts his knowledge into 
actual practice, is constantly evolving new ideas and making discoveries which 
modify his former methods. From each new elevation he enjoys a broader view; 
what were obstacles, disappear; his problems gradually simplify.—Studies in 

. Tape Reading. 
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Technical and Miscellaneous Inquires 





“At a Price” 


Q.—Not long ago you wrote me that in case 
a broker failed to sell at the price named when 
that price was reached, he would be liable for 
the amount involved. My broker makes the 
excuse that my order to sell was for an odd 
lot. Does that make a difference?—L. A. F., 
Palo Verde, Cal. 

Ans.—An odd lot makes a difference in that 
there would have had to have been a sale of 
100 shares at one-eighth above the price at 
which your selling order was put in for the 
odd lot. If you had an order in to sell your 
odd lot of stock of Missouri, Kansas & Texas 
at 15 before April 19, 1915, it should have 
been sold, as 100 shares sold at 15% on 
April 19. If your brokers had the order be- 
fore this date, therefore, it is up to them to 
make good if it was not executed. 





Brokerage Business 

Q.—For the past year and a half I have 
been reading THe Macazine or WALL STREET 
every two weeks. I have decided that I would 
like to start a brokerage business or be the 
correspondent of some reliable firm. Would 
you give me suggestions that would help me 
to get under way?—G. T. L., Hudson Falls, 


Ans.—Considerable technical knowledge is 
necessary to embark successfully in the 
brokerage business, also considerable capital. 
If you intend to take up this line, our sugges- 
tion would be to associate yourself with some 
firm as an employee, in order to pick up the 
necessary knowledge, or get a partner who 
knows the business. 





Stops 

Q.—In = regular weekly Trend Letter of 
October 5, your advices were to sell a number 
of stocks, one being Inspiration Copper. In 
your Letter of October 11, your advice on this 
stock was to reduce stops to selling points, 
including commissions, so that no losses may 
tow result. October 13, Inspiration sold ex- 
dividend and, being short of this stock, my 
account was debited the amount of the divi- 
dend. Is this a point which subscribers have 
to look out for, or is it included with your 
other advices?—S. C. H., Hartford, Conn. 

Ans.—Generally your broker attends to the 
changing of stops when a stock sells ex-divi- 
dend. But to be on the safe side it is better 
for you to take the precaution to notify him 
to make the proper adjustment of the stop. 
It is a point which is not usually referred to 
in our advices. 





“Long Pull Operators” 

Q.—I am a subscriber to the Trend Letter, 
but I do not understand what mean by 
ons, pull operators.”"—M. B., Port Arthur, 

ada. 


Ans.—Lon ull 
the more Sr. 


L operators try to get 
important swings in the market 
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as distinguished from the traders who at- 
tempt to profit by the short turns. New sub- 


scribers, are new subscribers to our Let- 
ters. They, it was assumed had not previ- 
ously had instructions to sell short certain 
stocks, and we therefore advised them to go 
short of the previously named issues, so that 
there could be no misunderstanding. A three 
point stop is an order placed to buy or sell 
a stock of which you are long or short at 
three points up or down from the price at 
which you entered your commitment. A stop 
order is essentially a protection against loss. 
In the event the stock already shows you a 
profit and you place a stop, you in that case 
are protecting your profit. : 

We might add that in our judgment one 
who is unfamiliar with market technology 
should not attempt to speculate, for we be- 
lieve such a novice courts unnecessary dan- 
gers. We therefore suggest that you take 
a course of reading on the market or obtain 
in some other way a fundamental knowledge 
of the principles of speculation before as- 
suming the risks involved. 





Margin of Safety 


Q.—On October 14, I asked your opinion 
of Wagner Hoyt Elec. Co. Pfd. and received 
your reply of the 19th to the effect that you 
regarded this as a high class investment issue 
with a large margin of safety over dividends. 

Since then I have received the enclosed 
balance sheet as of October 1. This shows 
accounts payable of about $15,000 and accounts 
receivable of $10,000. Cash on hand $332.52. 

In view of the above showing I fail to see 
where the. margin of safety is. 

I shall appreciate a few words from you in 
regard to this—H. C. A., Saranac Lake, N 

Ans.—Before accepting the advertisement on 
this offering, we made a thorough investiga- 
tion, which convinced us that it was a sound 
proposition, backed by very reputable people 


You will note that the prefe stock issuc 
is a very small one, being only We 
believe that under almost any con this 


company, judging by its past record, will be 
able to earn a very considerable margin ove" 
the dividends on these shares. 

You are evidently under a slight misap- 
prehension as to the meaning of “margin of 
safety,” which usually refers to earnings and 
not to liquid assets back of the stock. Fur- 
ther than this, in taking into consideration 
the liquid assets of the company, you have 
evidently failed to include “stock.” or to be 
more specific “stock on hand.” This item 
represents inventories taken at their market 
value, which could readily be turned into 
cash and must therefore be considered a 
liquid asset. Adding this to accounts re- 
ceivable and cash items you get a total of 
something like $25,000, from which you ma 
deduct current liabilities of about $15,000, 
leaving an apparent net working capital of 
over $10,000. 
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Bullish Wheat Factors 


Predominate 





By P. S. KRECKER 





ECENT developments have been of 
a character to inspire renewed con- 
fidence in the bull side of the wheat 
market. Specifically these are the setback 
peace moves have suffered; the strong 
statistical position of wheat and the high 
premiums the cash article commands. 
The significance of the Entente Allies’ 
reply to President Wilson’s note, as gen- 
erally interpreted, is that an early peace 
cannot be expected. In the opinion of 
some authorities the door to peace is still 
ajar and further efforts to end the Euro- 
pean war may be looked for, but it is 
reasonably certain that the war will con- 
tinue for some months and that is bullish 
on wheat because the longer the war con- 
tinues, the further is deferred the day 
when Europe can restore normal agri- 
cultural conditions. Moreover, delay to 
peace means that the doors of Russia 
will remain shut and her wheat surplus 
continue unavailable to the rest of the 
world. 

With prospects.of peace dimmed, the 
trade can afford to banish that factor 
from its mind for the time being and 
accord full significance to the commercial 
aspects of the market. Of these un- 
doubtedly chief emphasis must be laid on 
the extraordinarily strong position of 
cash wheat. The premiums which have 
recently been =e by rters are the 
highest in the history of the market. As 
much as 17 cents has been paid over 
February contracts and even higher 
premiums are reported over May con- 
tracts. Cash wheat has refused utterly 
to follow futures on declines and at pres- 
ent writing is selling at the highest prices 
of the season, well ion these paid a few 
months ago when futures touched high 
record figures for the season. Notwith- 
standing the high prices a good deal of 
export ote ian has been done. 

t is proverbial in commodity markets 
that, if the cash article can maintain its 
value independently of declines in con- 


tracts, the latter eventually must advance 
to restore the parity between the two. 
There is no reason for believing that cash 
wheat will weaken. This conclusion is 
drawn from the strong statistical posi- 
tion of wheat in the United States. Sup- 
plies available for export are rapidly de- 
creasing and threaten to reach the van- 
ishing point before the export season 
ends, notwithstanding the fact that the 
government revised upward its estimate 
of the size of the American crop. That 
upward revision it will be recalled, 
placed the total yield this year at 640,- 
000,000 bushels. The official figures on 
carry-over from last season made it 
159,000,000 bushels. Domestic seed and 
food requirements are estimated at 610,- 
000,000 bushels, leaving 189,000,000 
bushels available for carryover and ex- 
port. Export to the first of January 
totalled approximately 100,000,000 bush- 
els, which was at the rate of nearly 18,- 
000,000 bushels a month. [If that rate 
were to be maintained it is obvious that 
all the remaining 89,000,000 bushels 
would be taken before the expiration of 
the crop _ and no carry-over would 
remain. ow it is certain that nothing 
of the kind will happen. Before all the 
remaining surplus could be taken prices 
would mount to such a figure that both 
domestic and foreign buying would nec- 
essarily be reduced so as to readjust 
consumption to high prices. But the 
statistical position is seen to be exceed- 
ingly strong and as such indicates an 
upward trend in wheat values. 
Foreign authorities recognize the ex- 
tremely bullish wheat situation to the 
full. The latest proof of their alarm is 
the order issued by the British govern- 
ment forbidding transmission of market 
prices of wheat by cable. This is an ex- 
treme expedient to prevent the American 
markets from responding to foreign 
news. It is apparently inspired also by 4 
desire to keep the world from knowing 
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how much wheat is needed by the United 
Kingdom. Whether the British Com- 
mission’s policy will bear the desired 
fruit is a question. Every student of 
economics knows that the days of wildest 
fluctuations in values of commodities 
were those prior to the existence of mod- 
ern means of quick transmission of in- 
formation from the remotest parts of the 
world. With the introduction of the 
telegraph and cable, instant news is avail- 
able, senseless rumors gain less currency 
and prices are stabilized. The immediate 
effect of the British government’s action 
was to create a suspicion here that sup- 
plies of wheat were dangerously low in 
the United Kingdom and needs corre- 
spondingly heavy. That conclusion may 
be quite accurate, and it hardly will tend 
to depress values. 

Exporters may derive some comfort 
from the revisions of crop figures in 
Canada and the Argentine, for these are 
upward just as was that of the United 
States government. The government of 
Saskatchewan Province has corrected its 
acreage figures by adding 2,000,000 and 
has raised its estimate of the crop to 
127,000,000 bushels. Private estimates 
now are that the Canadian Northwest 
harvested 180,000,000 bushels compared 
with previous estimates of 140,000,000, 
and that the total supply of Canada at the 
beginning of the season was, including a 
carry-over of 20,000,000, upwards of 
215,000,000 bushels. After making all 
deductions, including 75,000,000 bushels 
for domestic requirements, it had a sur- 
plus for export and carry-over of 130,- 
000,000 bushels. Crop estimates of the 
Argentine also are higher. Latest 
figures on the crop.are 96,000,000 bush- 
els or approximately 20,000,000 more 
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than conceded some weeks ago, and com- 
paring with a crop of 184,000,000 bushels 
last year. It is figured that the export 
surplus from this season’s crop is close 
to 37,000,000 bushels and that after 
Brazil takes her quota of about 15,000,- 
000 there still will remain some 20,000,- 
000 for European needs. 

According to foreign authorities a fea- 
ture of the wheat situation abroad has 
been the increased shipments from coun- 
tries other than North America and the 
prediction is heard that the Southern 
Hemisphere will continue to ship lib- 
erally, but these advices must be accepted 
with caution. 

It obviously is desired that American 
holders of wheat realize that other sup- 
plies are available. Shipping difficulties 
continue acute and it is likely that the 
North American Continent will continue 
to be the chief source of supply as long 
as wheat can be had. 

New crop advices are reassuring. 
The Price Current states that recent rains 
have removed all fear of lack of moisture 
in the winter wheat belt except in western 
Kansas and Nebraska, where there still 
exists a serious deficiency. The snow 
covering has disappeared and no damage 
to the plant has been reported. A heavy 
covering of snow in the Northwest is 
reported. This augurs well for ample 
subsoil moisture for the Spring wheat 
planting. India reports the outlook fine 
on an increased acreage, the gain being 
estimated at nearly 3,000,000 acres. 

Active trading in the July position on 
the Chicago Board of Trade is likely to 
develop. With January well advanced 
crop damage reports are certain to come 
along from time to time and become in- 
fluential market factors. 











Save the Tape 


The Consolidated Stock Exchange announced a celebration on the floor of the Exchange, 
to be held Dec. 30, in which “ticker tape will take the place of confetti as more appropriate 


to an Exchange affair.” 


It would seem still more appropriate to leave the tape out of it. 


Better use could be made of it in these days of the high cost of living and specifically of the 


high cost of 
Exchange. 


aper than to employ it in entanglin 
e may yet have stirring markets in which that tape will be needed. Incidentally, 


the arms and feet of the members of the 


by leaving the tape out, the Exchange will be making a contribution to the campaign against 


avoidable waste—Annalist. 

















Political Cotton Market 


Legitimate Trade Considerations Less Influential Than 
Politics 





By O. D. HAMMOND 





HE cotton market is decidedly 
mixed. The price of future con- 
tracts in New York is hovering 
around 18 cents for the spot month 
(January), and around 18% cents for 
the more distant options of March and 
May. 

The spot markets of the South have 
refused to meet these declines. Owners 
of spot cotton are offering little for sale 
and the little they do sell is on the high- 
est basis of the season. The quotations 
at Memphis and Galveston are fifty 
points higher than in New York when 
they should be seventy-five points be- 
low to allow for freight insurance and 
expenses of delivery. Theoretically cot- 
ton in New York should bring the cost at 
the farm plus the freight. As a matter 
of fact, cotton at the farm brings a half 
cent per pound more now than the spot 
quotation in New York regardless of the 
fact that the New York cotton quotation 
is supposed to include the various ex- 
penses of bringing the actual bales from 
the plantation to New York. 

There is a feeling in the cotton trade 
that the rejection of peace by the Entente 
Powers will result in increased subma- 
rine activities with an increased insur- 
ance and freight rate. They point out 
the fact that three cotton cargoes, aggre- 
gating 30,000 bales, have been sent to the 
bottom in British waters within the first 
ten days of the New Year. This acts as 
a check on bullish activity, especially in 
view of the recent ruling of the British 
Board of Trade that only 15% of the 
cargo space can be used for cotton and 
such commodities while 85% must be re- 
served for war munitions and food pro- 
ducts, such as grain, meat and flour. 
Anything that tends to restrict exports 
of cotton, whether it be increased freight 
rates, increased insurance, fear of sub- 
marines, limited cargo room, blockades, 
or taxation is obviously bearish on cotton 
prices. The fear of such restrictions on 


(578) 


free exports is now apparent in both 
American and English markets. 

Trade influences, statistics of cons 
sumption, of exports, of demand, of supe 
ply, of production and of manufacturing, 
have been delegated completely to the 
background for the time being. Neithe 
the news of the Southern spot situation 
nor any other legitimate factor is con 
sidered. Since November the whole 
course of the cotton market has been 
predicated upon political considerations, 
The stock market quotations have been 
carefully watched and the stock ticker 
has furnished more inspection to cotton 
operators than legitimate trade news. 

In spite of restrictions and fears ‘of 
further dangers of the sea the exports 
continue to run almost a million bales 
above last year, and are increasing in 
comparison rather than decreasing. The 
appended tabulation shows the season’s 
exports since September 1, 1916, in 
comparison with the corresponding 
period of the past two seasons. 


CROP MOVEMENT. 
The movement from Sept. 1, to Jan. 10. 
1916. 1915. 1914, 


1,116,702 
400,921 
841,489 

15,722 
172,781 


Exported to— 
reat Britain. 1,705,341 





2,547,615 


It is interesting to note that the im 
crease over last year is entirely to Great 
Britain, France, and Japan. The conti 
nent of Europe (aside from France) 
has taken almost the same as last year. 
The large figures for 1914 to the conti 
nent represented cotton shipped to Gert) 
many through Italy before Italy entered 
the war. The exportation of cotton f 
Mexico is practically abandoned due t 
her unfortunate political and economit 
upheaval and to border disorders. 














